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THE UNITED NATIONS’ MANAGEMENT AND 
OVERSIGHT OF THE OIL-FOR-FOOD PROGRAM 


TUESDAY, FEBRUARY 15, 2005 

U.S. Senate, 

Permanent Subcommittee on Investigations, 

OF THE Committee on Homeland Security 
AND Governmental Affairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 9:31 a.m., in room 
342, Dirksen Senate Office Building, Hon. Norm Coleman, Chair- 
man of the Subcommittee, presiding. 

Present: Senators Coleman, Collins, Stevens, Domenici, Warner, 
Levin, Carper, and Pryor. 

Staff Present: Raymond V. Shepherd, III, Staff Director; Mary D. 
Robertson, Chief Clerk; Joseph V. Kennedy, Chief Counsel; Leland 
Erickson, Counsel; Mark Greenblatt, Counsel; Steven Groves, 
Counsel; Jay Jennings, Investigator; Katherine Russell, Detailee 
(FBI); Phillip Thomas, Detailee (GAO); Gregory Coats, Detailee 
(IRS); Jeffrey James, Detailee (IRS); Richard Fahy, Detailee (ICE); 
Mike Williams, Intern; Erin Brannigan, Intern; Elise J. Bean, Staff 
Director/Chief Counsel to the Minority; Dan Berkovitz, Counsel to 
the Minority; Laura Stuber, Counsel to the Minority; and Merril 
Springer, Intern. 

OPENING STATEMENT OF CHAIRMAN COLEMAN 

Senator Coleman. This hearing of the Permanent Subcommittee 
on Investigations will be called to order. Good morning and wel- 
come. This is the second in a series of hearings that the Permanent 
Subcommittee on Investigations will hold to address the abuses of 
the U.N. Oil-for-Food Program. 

That noble program was established by the United Nations to 
ease the suffering of the Iraqi people, who were languishing under 
Saddam’s iron-fisted rule and because of the economic sanctions 
imposed on Iraq by the United Nations after the Persian Gulf War. 
While sanctions were designed to speed the removal of Saddam 
Hussein from power, or at least render him impotent, the Oil-for- 
Food Program was designed to support the Iraqi people with food 
and other humanitarian aid under the watchful eye of the United 
Nations. Instead, Saddam Hussein manipulated the program to 
generate billions of dollars in illegal revenue. 

At our first hearing in November, we detailed the methods used 
by Saddam Hussein to abuse the Oil-for-Food Program. The Hus- 
sein regime bought influence and favors by granting oil allocations 
to its friends and allies and made money on the deal by demanding 

( 1 ) 
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surcharge payments on the actual oil sales. As Secretary of State 
Condoleezza Rice testified at her confirmation hearing, Saddam 
Hussein was “playing the international community like a violin.” 

On contracts for humanitarian goods, Hussein demanded that 
suppliers inflate their contracts and pay the difference into secret 
regime accounts. These ill-gotten gains may he funding the insur- 
gency in Iraq against our troops and allies today. All of this mis- 
conduct occurred under the supposedly vigilant eye of the United 
Nations. 

The weaknesses in the Oil-for-Food Program raise serious ques- 
tions about the U.N.’s ability to enforce sanctions and administer 
a humanitarian aid program in the future. American taxpayers pay 
close to 22 percent of the U.N.’s operating costs. They need assur- 
ance that their tax dollars are well spent, especially in light of the 
fact that sanctions will likely be imposed upon rogue nations in the 
future. I believe the credibility of the United Nations to monitor 
any future sanctions programs hangs in the balance unless the cor- 
ruption and mismanagement in Oil-for-Food is identified and root- 
ed out. 

Our hearing today focuses on U.N. oversight of the program in 
the hope of revealing whether mismanagement by the United Na- 
tions aided or abetted Saddam’s abuses of the program. Despite 
multiple entreaties by the Subcommittee and public statements of 
cooperation, the United Nations has not permitted the Sub- 
committee access to relevant U.N. documents or personnel, with 
the sole exception of the public release of 58 internal audit reports 
last month. Given the U.N.’s intransigence, our inquiry is limited 
to information that we have uncovered from other sources. 

While the U.N. publicly asserts it is cooperating with Congres- 
sional investigations, in fact, this Subcommittee continues to be 
frustrated by the United Nations’ refusal to make witnesses and 
documents available. On June 1 and November 9, Senator Levin 
and I requested that the U.N. provide documents and make U.N. 
personnel available for interviews. To date, neither the documents 
nor the key U.N. players involved in the scandal have been pro- 
vided to the Subcommittee. It is often said of governments that 
sunshine is the best antiseptic. The United Nations should move 
towards greater transparency. 

Just a few days ago, the Independent Inquiry Committee, headed 
by Paul Volcker, released its interim report. In that report, the 
committee revealed a significant amount of evidence exposing seri- 
ous problems in the United Nations’ management of the Oil-for- 
Food Program. It is clear that the Volcker Committee arrived at 
these findings after diligent investigation. I applaud their efforts 
and hope they will continue their work. 

Some of the committee’s most important findings addressed the 
actions of the head of the Oil-for-Food Program, a senior U.N. offi- 
cial named Benon Sevan. Mr. Sevan was the head of the U.N.’s of- 
fice that oversaw the Oil-for-Food Program. Mr. Sevan, according 
to Mr. Volcker’s report, solicited lucrative allocations of Iraqi crude 
oil for an acquaintance, an Egyptian oil trader named Fakhry 
Abdelnoor. Mr. Abdelnoor owned an oil trading company called Af- 
rican Middle East Petroleum, or AMEP for short. According to Mr. 
Volcker’s report, Sevan requested that the Hussein regime grant 
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AMEP the right to buy oil under the Oil-for-Food Program. The 
Volcker panel determined that Sevan’s solicitations on behalf of Af- 
rican Middle East created a “grave and continuing conflict of inter- 
est, were ethically improper, and seriously undermined the integ- 
rity of the United Nations.” 

While I agree with Mr. Volcker’s conclusions that Mr. Sevan’s ac- 
tions amounted to grave misconduct, I believe the evidence goes 
further than just a conflict of interest. As a former prosecutor, I be- 
lieve that clear and direct evidence establishes probable cause that 
Benon Sevan broke the law. I arrive at this conclusion not only 
from the evidence that Mr. Volcker presented in his report, but also 
documents obtained by this Subcommittee that Mr. Volcker did not 
use, documents created by the Iraqi State Oil Marketing Organiza- 
tion, commonly called SOMO, which controlled the export of Iraqi 
crude oil under the Oil-for-Food Program. These documents provide 
further evidence that Benon Sevan received oil allocations from the 
Hussein regime. Each Iraqi oil allocation is worth hundreds of 
thousands of dollars. As a result, if Sevan was granted oil alloca- 
tions, it is reasonable to infer that Sevan received a substantial 
amount of money from them. 

So the question becomes, did Benon Sevan personally receive oil 
allocations from the Hussein regime? A review of the evidence will 
suggest the answer to that is yes. 

The first document we will analyze is created by SOMO after the 
fall of Saddam Hussein, which we have labeled Exhibit 1.^ Written 
in Arabic, this chart is entitled “Estimate of Financial Proceeds 
Achieved by a Sample of People Benefiting from the Crude Oil Allo- 
cations.” The chart clearly states that it explains the estimates 
achieved by some individuals and other parties as a result of ob- 
taining oil allocations from the former regime. The chart lists the 
“Allocated Party,” which identifies the person that received the pre- 
cious oil allocations. Next to the allocated party appears “Total 
Crude Oil Lifted in All Phases,” which indicates the amount of oil 
lifted in connection with those allocations. Last, we see an “Esti- 
mate of Financial Proceeds for All Lifted Quantities,” in which 
SOMO estimated the amount of money that the selected allocation 
recipients earned through selling their high-priced allocations. 

I will direct your attention to the last entry on the chart, which 
indicates that one of the selected allocated parties was Benon 
Sevan. Next to Sevan’s name, the chart indicates that 9.3 million 
barrels of oil was lifted in connection with Mr. Sevan’s allocations. 
The last column next to Mr. Sevan’s name estimates that Mr. 
Sevan made $1.2 million from oil allocations under the Oil-for-Food 
Program. It is worth emphasizing that this chart makes no ref- 
erence to Fakhry Abdelnoor or his company, African Middle East 
Petroleum. Therefore, this document makes a strong case that 
Benon Sevan received many oil allocations under the Oil-for-Food 
Program and made a significant amount of money from those allo- 
cations. 

Exhibit 2 is another SOMO chart illustrating that Benon Sevan 
received allocations. ^ Like the previous chart, this exhibit was ere- 


1 See Exhibit No. 1 appears in the Appendix on page 202. 

2 See Exhibit No. 2 appears in the Appendix on page 204. 
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ated after the fall of the Hussein regime. It identifies every person, 
official, or company that received an oil allocation in the fourth 
phase of the Oil-for-Food Program. Those people are listed under 
the heading, “Allocated Party.” In the next column, the chart iden- 
tifies the company that purchased the allocation from the allocated 
party, listed as the “Contractual Company.” The last two columns 
indicate the amount of oil allocated and the amount ultimately ex- 
ported. 

In the highlighted section of the chart, we see Contract Number 
M-04-60, which lists the allocated party as Mr. Benon Sevan, the 
United Nations. Moving to the next column, we see that African 
Middle East Panamanian Company is listed as the contractual 
company, meaning that it was the party that bought the oil allo- 
cated to Benon Sevan. It is important to emphasize that this docu- 
ment clearly suggests that Benon Sevan was granted the allocation 
and that African Middle East was simply buying the oil set aside 
for Mr. Sevan. 

Exhibit 3 indicates that Sevan was granted allocations in at least 
six other phases. ^ For the sake of brevity, I will not walk through 
every chart one by one, but suffice it to say that each of the other 
charts clearly identifies the allocated party, that is the party re- 
ceiving the allocation, as Benon Sevan. 

The exhibits we have seen so far were written after the fall of 
the Hussein regime, but Exhibit 4, 2 however, presents documents 
that were created by SOMO during the life of the program. The ex- 
cerpt on the upper left of the exhibit is a handwritten chart that 
shows oil allocations for Phase Six of the Oil-for-Food Program. The 
principal column headers indicate “Country,” which relates to the 
country of the oil purchaser, “Allocations of for the Period Phase 
(5),” “Allocations of Phase (6),” and the “Proposed Allocations for 
the Period Following Phase (6).” Under the header “Country,” we 
see Panama, which is the country of incorporation for Africa Middle 
East. Under the country, we see “Regular Requests” and “Special 
Requests.” The meaning of these headings remains unclear and the 
Subcommittee is attempting to determine precisely what those 
headings mean. The key, however, is below those words. There ap- 
pears the name, “Mr. Sevan.” Next to Mr. Sevan’s name, under the 
heading “Allocations for Phase (6),” we see “2 million barrels.” 
Thus, this document confirms that oil lifted in Phase Six by the 
AMEP, the Panamanian company, was allocated to Benon Sevan. 
In addition, this chart indicates that SOMO proposed allocating 1.5 
million barrels of oil to Mr. Sevan for Phase Seven. 

The document on the lower half of the exhibit is the same type 
of chart, but it deals with Phases 6 and 7. The key is the lower 
part of the table, in which Mr. Sevan’s name is prominently dis- 
played. This excerpt indicates that Mr. Sevan was allocated 2 mil- 
lion barrels in Phase 6, 1.5 million barrels in Phase 7, and was 
poised to receive another 1.5 million barrels after Phase 7. 

The final document on this exhibit appears on the right-hand 
side of the chart. That document is yet another chart created by 
SOMO during the Hussein regime. The date on the chart appears 


1 See Exhibit No. 3 appears in the Appendix on page 206. 

2 See Exhibit No. 4 appears in the Appendix on page 216. 
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to be July 12 , 1999, which fell in Phase 7 of the program. Under 
the header, “Quantity allocated and expected to be allocated,” we 
see Mr. Sevan yet again. The chart indicates that Sevan was allo- 
cated or expected to be allocated 2 million barrels from Kirkuk, a 
region in the northern part of Iraq. 

Although we are releasing just four charts from the Hussein re- 
gime, the Subcommittee has additional documents written by the 
Hussein regime that are similar to these exhibits, indicating that 
Benon Sevan received oil allocations under the Oil-for-Food Pro- 
gram. 

Previously, some have questioned whether Mr. Sevan himself re- 
ceived oil allocations. The documents we have presented here today 
are considerable evidence that the answer is an unmitigated yes, 
that Sevan did, in fact, receive oil allocations from the Hussein re- 
gime. 

This evidence begs the question, how did the fact that the head 
of the Oil-for-Food Program receive lucrative oil allocations from 
Iraq affect the Oil-for-Food Program? How did the receipt of oil al- 
locations affect Mr. Sevan’s decisionmaking? There have been re- 
cent press reports that Mr. Sevan blocked an audit by the U.N. 
auditors into his own office. Was that a result of his oil allocations? 

In April 1998, which is roughly the same time Mr. Sevan re- 
ceived his first oil allocation, he instructed U.N. oil inspectors to 
delete information concerning Iraqi smuggling activities in a report 
to the U.N. Security Council. He later instructed those inspectors 
not to be “detectives,” with respect to Iraqi oil smuggling. Did Mr. 
Sevan turn a blind eye because of the oil allocations? The Iraqis 
believed Mr. Sevan would assist their efforts with respect to the 
import of spare parts for oil machinery as a result of the oil alloca- 
tions. Did those allocations affect his support for the spare parts 
importation? All of these questions and many others remain unan- 
swered. 

As a result, I believe that Mr. Sevan’s misconduct goes well be- 
yond a mere conflict of interest. Instead, these documents, when 
combined with the evidence presented in the Volcker Report, cer- 
tainly establish probable cause that Mr. Sevan’s actions rose to the 
level of criminal liability. Accordingly, I call upon Secretary-Gen- 
eral Kofi Annan to strip Mr. Sevan of his diplomatic immunity so 
that he will be available for judicial process and can be called to 
testify before this Subcommittee about the evidence we have gath- 
ered. 

Over the course of our bipartisan investigation, this Sub- 
committee has uncovered evidence of even more corruption in the 
U.N. Oil-for-Food apparatus. In particular, we have found dis- 
turbing evidence that one of the U.N. oil monitors, the individuals 
hired by the United Nations to inspect the oil exports from Iraq 
under the Oil-for-Food Program, took a bribe. In doing so, the in- 
spector helped Saddam Hussein generate $9 million in under-the- 
table cash. 

Other evidence establishes the following facts. The bribed oil in- 
spector was a Portuguese man named Armando Carlos Oliveira. 
We have matched up Iraqi documents to Mr. Oliveira’s passport 
and other documents to confirm his identity. According to the docu- 
ments, Mr. Oliveira participated in the falsification of shipping pa- 
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pers related to two purchases by a French company called IBEX 
Energy. We have accumulated significant evidence proving that 
Mr. Oliveira was at the oil terminal for both illegal loadings. 

With the help of the falsified documents, the two shipments took 
a total of 500,000 barrels of oil worth $9 million in excess of what 
was approved by the United Nations. Iraqi documents indicated 
that Saddam Hussein personally ordered the falsification of the 
documents. Iraqi documents also indicate that Mr. Oliveira had 
agreed to falsify the documents in exchange for 2 percent of the 
value of the smuggled oil. In the end, however, Mr. Oliveira re- 
ceived far less than that, only $105,819. 

Internal SOMO accounting spreadsheets indicate that $105,819 
was paid to Saybolt for “added value.” The $105,819 was spread 
over two payments. One was for $86,119 in September 2001 and 
the other for $19,700 in March 2002. The entry on the spreadsheet 
for the $19,700 payment in March 2002 to Saybolt complements 
was a handwritten note to the Iraqi Minister of Oil, which reveals 
that Mr. Oliveira received $19,700 in March 2002. The note indi- 
cates that the $19,700 payment was in cash at the Ministry of Oil 
in Baghdad on March 4, 2002. 

We have further documentation to indicate Mr. Oliveira’s pres- 
ence in Baghdad. We have letters written from the Minister of Oil 
to the Central Bank requesting approval. We have documentation 
when Mr. Oliveira left Iraq, and that on his return from Portugal, 
he deposited $5,000 into a cash account in Portugal within days 
after returning. 

We have released the evidence that the Subcommittee has uncov- 
ered related to these facts and we invite you to review these docu- 
ments. 

In addition, we will hear testimony describing the role of 
Cotecna, the LJ.N. independent inspection agent for humanitarian 
goods imported into Iraq under the Oil-for-Food Program. Cotecna 
was charged with authenticating the arrival of goods into Iraq 
upon which the United Nations would authorize payment of those 
goods from the escrow account at BNP Paribas. This escrow ac- 
count was funded by U.N. approved oil sales by Iraq under the pro- 
gram. 

Looking into the role of Cotecna is important because Saddam 
Hussein was able to receive kickbacks on humanitarian goods sold 
under the program. For example, as raised in our earlier hearing, 
the Weir Group paid $8 million in kickbacks to a Swiss account 
under the Oil-for-Food Program. In addition, using substandard 
goods was another form of kickback known to have occurred under 
the program, where lesser-quality goods were shipped into Iraq, al- 
lowing for the former regime and the complicit supplier to pocket 
the difference between the lesser-quality goods and the higher- 
quality goods specified under the goods contract. It is essential to 
understand if Cotecna’s duties were to verify the price or quality 
of the goods coming into Iraq, or merely to just verify the arrival 
of humanitarian goods into Iraq. I will note that the U.N. Sec- 
retary-General and the Office of the Iraq Program were responsible 
for overseeing the price, quality, and quantity of goods coming into 
Iraq, and were responsible for overseeing Cotecna’s operations and 
duties. 
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I am also looking forward to hearing testimony from a former 
employee of the U.N.’s Office of the Iraq Program. The Office of the 
Iraq Program would review humanitarian contracts between the 
former regime and suppliers around the world. It is important to 
determine whether this review would identify price-inflated con- 
tracts that could he used for kickbacks as well as fraudulent con- 
tracts. 

I have a number of concerns about the procurement of goods, 
particularly as they regard the Northern Kurdish regions. There 
have been widespread reports from the Kurdish regions that they 
did not receive all the goods they were entitled to, which was sup- 
posed to be 13 percent of all humanitarian goods under the pro- 
gram. 

Another serious allegation that has been hanging over the 
United Nations concerns Secretary-General Kofi Annan and his 
son, Kojo. This allegation involves improprieties in the U.N.’s 
award of a multi-million-dollar contract to a Swiss company called 
Cotecna Inspection during the time when Kojo Annan was em- 
ployed by Cotecna as a paid consultant. Our concerns are height- 
ened due to the fact that the Volcker Commission’s recently re- 
leased interim report revealed major improprieties in the U.N.’s 
award of contracts in 1996 to Saybolt and Lloyd’s, and revealed the 
direct intervention of then-Secretary-General Boutros Boutros- 
Ghali in the selection of BNP Paribas. To date, the Subcommittee 
has reviewed thousands of documents produced by Cotecna and has 
interviewed a half-dozen current and former Cotecna officers and 
employees, including Kojo Annan himself. 

Our investigation of these allegations has revealed a disturbing 
pattern of information gaps and memory lapses. For example, de- 
spite Cotecna’s assertions to the contrary, we have learned that 
Kojo Annan’s activities were not strictly limited to Nigeria and 
Ghana and that he lobbied many other countries while in New 
York during the 1998 session of the U.N. General Assembly. Par- 
ticularly troubling is a report written by Mr. Annan relating to 
some kind of network he was setting up in New York City, and I 
think if we have Exhibit 18,^ we could display that. 

In his report dated September 14, 1998, Kojo Annan stated the 
following: “As we discussed with you on Sunday, PM and myself 
put in place a ‘machinery’ which will be centred in New York that 
will facilitate the continuation of contacts established and assist in 
developing new contacts for the future. This ‘machinery’, due to its 
global nature and its longevity, is as important overall as any other 
contacts made.” 

Subcommittee staff interviewed Kojo Annan this past Friday, but 
he could not recall what he was referring to when he described a 
machinery that he had put into place, why it was centered in New 
York, or why it was of a global nature, or how the machinery might 
ultimately prove to be beneficial for Cotecna’s long-term marketing 
strategy. In short, Mr. Annan cannot recall what his own words 
meant. This memory lapse is troubling. Subcommittee staff also 
interviewed Cotecna’s officers about this report, but they, too, could 
shed no light on Mr. Annan’s statements. Our suspicions are fur- 


^See Exhibit No. 18 appears in the Appendix on page 275. 
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ther raised due to the fact that there is no report regarding Mr. 
Annan’s activities while in New York during the U.N. General As- 
sembly, and I would note that we have substantial documentation 
of other reports by Mr. Annan when he was doing other activities 
at other times. Memory lapses combined with an absence of trip re- 
ports is not only troubling, it strains credibility. 

The Subcommittee has invited Mr. Annan to appear today to ad- 
dress these matters further and afford him an opportunity to ex- 
plain his statements, but he has declined. 

Our second panel will address the 58 U.N. audits of the Oil-for- 
Food Program. I can say at the outset that I find a great many red 
flags in these audits. The gross mismanagement of almost every as- 
pect of the Oil-for-Food Program is simply inexcusable and wasted 
over $690 million. 

Every organization has its shortcomings, but I cannot recall any 
organization where the scope of its problems encompassed every 
basic management skill needed to ensure an effective program. The 
Office of Internal Oversight Services’ audits identified problems 
with budget planning and execution, coordination, strategic plan- 
ning, communication, procurement, inventory control, cash man- 
agement, accounting for assets, documenting and/or justifying ex- 
penditures, information technology, and human resources manage- 
ment. This represents the complete panoply of required manage- 
ment skills. 

In our third panel, we will hear testimony from the Hon. Patrick 
F. Kennedy, U.S. Ambassador to the United Nations for Manage- 
ment and Reform at the U.S. Mission to the United Nations. Am- 
bassador Kennedy will address a variety of issues pertaining to the 
management and oversight of the U.N. Oil-for-Food Program, in- 
cluding the pervasive oil smuggling that occurred under the pro- 
gram. 

In our November 15, 2004, hearing. Subcommittee Majority staff 
estimated that the magnitude of fraud perpetrated by Saddam 
Hussein in contravention of U.N. sanctions from 1991 to 2003 was 
over $21.3 billion, of which $13.6 billion, 64 percent, was a result 
of the Iraqi oil smuggling. The Subcommittee believes that the Oil- 
for-Food Program provided Saddam Hussein with an enhanced op- 
portunity to circumvent sanctions and amass a greater amount of 
illicit funds. This was particularly the case with oil smuggling. 

The export of Iraqi oil under the U.N. Iraq sanctions program 
was strictly forbidden. It is clear that from the onset of sanctions 
in 1991, members of the U.N. Security Council were aware of Iraqi 
oil being exported through the protocols in contravention of the 
sanctions. Security Council members in the 661 Sanctions Com- 
mittee took note of Iraqi oil being exported to Jordan under the 
protocols and did not respond to Turkey’s request. The United 
States and the United Kingdom tried unsuccessfully in the Security 
Council to tighten controls on oil smuggling. Russia, a veto-holding 
permanent member of the Security Council, consistently blocked 
such initiatives. However, other Security Council members did not 
initiate any other significant action to prevent the flow of Iraqi oil 
to Jordan and Turkey, nor did they provide financial relief to coun- 
tries like Jordan and Turkey, who were adversely affected by Iraqi 
sanctions and had petitioned the Security Council for relief. I look 
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forward to discussing these issues related to smuggling with Am- 
bassador Kennedy, and I suspect so will Senator Levin. 

I know that was a very long statement. We have a lot of informa- 
tion and this is just the second in a series of hearings, so I thank 
my Subcommittee Members for their patience as I walked through 
that and appreciate their presence today. 

I turn to my distinguished Ranking Member, Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Mr. Chairman, thank you for holding these hear- 
ings, and for your leadership. As you mentioned, today, the Perma- 
nent Subcommittee on Investigations is conducting its second hear- 
ing on the United Nations Oil-for-Food Program. 

Today’s focus is on the process used by the United Nations to 
monitor Iraq’s oil sales and inspect goods imported by Iraq with the 
proceeds from those sales. U.N. employees, U.N. contractors, and 
U.N. member states all had roles to play in inspecting goods, moni- 
toring oil sales, and enforcing U.N. sanctions. Their failures, as 
well as their successes, hold important lessons for future tJ.N. 
sanctions programs. 

The U.N. recently released 58 audit reports on the Oil-for-Food 
Program that were prepared by the U.N.’s internal auditor, the Of- 
fice of Internal Oversight Services. The release of these reports set 
an important new precedent in U.N. auditing, opened the door to 
greater U.N. oversight, and contributed to the culture of increased 
transparency and accountability that needs to take hold at the 
United Nations. It is a positive omen. 

The U.N. audit reports show that the Office of the Iraq Program 
lacked basic financial controls and exercised inadequate oversight 
of the Oil-for-Food Program. The U.N.’s Independent Inquiry Com- 
mittee, also known as the Volcker Committee, also shows that the 
U.N.’s auditing efforts themselves were inadequate. The Volcker 
Report found, for example, that the audits of the Oil-for-Food Pro- 
gram were understaffed and underfunded. The audit’s scope was 
often too narrow, and the follow-up process to correct identified 
problems was flawed. 

The Volcker Report also presented disturbing evidence that the 
head of the U.N.’s Office of the Iraq Program, Benon Sevan, may 
have personally profited from oil allocations made by Iraq, and the 
Chairman in his statement a moment ago outlined significant addi- 
tional evidence which supports allegations of wrongdoing by Benon 
Sevan. 

In addition, the Volcker Report identified problems with how the 
U.N. selected Saybolt, Lloyd’s Register and BNP for key Oil-for- 
Food contracts. The Volcker Report noted that it was continuing to 
investigate the U.N.’s decision to award an inspection contract to 
Cotecna in 1998 to determine whether favoritism played a role. 
This Subcommittee, as our Chairman has outlined, is examining 
that issue at great length and that will be a subject of the discus- 
sion today. 

Kojo Annan denies any wrongdoing. Kojo Annan has cooperated 
with the Subcommittee by voluntarily submitting to an interview, 
but we have been unable to reach a judgment about the contract 
award due primarily to the Subcommittee’s lack of access to rel- 
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evant documents and personnel at the United Nations. For that 
reason, questions remain unanswered about how the Cotecna con- 
tract was awarded and about Kojo Annan’s activities. 

The United Nations has responded to the Volcker Report by ex- 
pressing a determination to remedy identified deficiencies and 
strengthen its management, procurement, and auditing functions. 
The U.N.’s comments suggest that the U.N. staff has gotten the 
Volcker Committee’s message and is willing to embark on real 
change. I hope so. To bolster public confidence, it is essential that 
the United Nations fully implement the Volcker Committee’s rec- 
ommendations. 

A key concern about the Oil-for-Food Program is the extent to 
which it was manipulated by Saddam Hussein to obtain illicit reve- 
nues for his regime. We know that some of Saddam Hussein’s rev- 
enue from sales of oil came from kickbacks that he got from con- 
tractors involved in the Oil-for-Food Program. But the bulk of his 
illicit oil sale revenue, as the Chairman has just pointed out, actu- 
ally came from the money he received from unregulated sales of 
Iraqi oil entirely outside of the Oil-for-Food Program to Turkey, 
Jordan, and Syria. That is sometimes called oil smuggling, but 
these are the open sales of Iraqi oil to those three countries. We 
in the world looked the other way from those sales, even though 
they were prohibited by the U.N.’s sanctions regime. 

The Volcker Report states, “There can be no question that bribes 
and other abuses provided many opportunities for illicit gain, often 
as part of a deliberate effort by Iraq to reward friends or cultivate 
political influence.” What is not clear is the extent to which those 
illicit financial gains benefited middlemen and corrupted individual 
Iraqi officials rather than the Iraqi regime. 

What does appear clear is that the major source of external fi- 
nancial resources for the Iraqi regime resulted from sanctions vio- 
lations outside the Oil-for-Food Program’s framework, and that is 
shown on the chart which is up here now showing that,i in our 
computations, about 73 percent of the money which went to Sad- 
dam Hussein from oil sales came through those open oil sales pri- 
marily to those three countries, principally to Jordan, but also to 
Syria and Turkey. That was the open oil sales, the dark blue. I 
think the Chairman’s estimated percentage was about 67 percent 
as I remember, but that is the same oil sales that he referred to 
as oil smuggling and that I refer to as open oil sales. 

Using numbers provided by the Duelfer Report, it appears that 
Saddam Hussein’s abuse of the Oil-for-Food Program provided 
about one-sixth of Iraq’s total illicit income, while nearly three- 
quarters of this illicit income came from those open oil sales which 
weren’t supposed to take place because they were outside of the 
Oil-for-Food Program. They occurred with the knowledge and 
acquiesence of the world community, including the United States. 

As a matter of fact, as we have dug into the historical record, we 
found evidence suggesting that Iraq may have obtained even more 
illicit revenue from its oil trade with Turkey than previously esti- 
mated. The Duelfer Report, for example, states that from 1991 to 
1998, Iraq obtained at most $30 million per year from illegal oil 


^See Exhibit No. 51 appears in the Appendix on page 426. 
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sales outside of the U.N. Oil-for-Food Program with its neighbors. 
However, the evidence now suggests that Iraq’s illegal oil trade 
with Turkey alone during these years generated far more revenue 
for Saddam Hussein than that, perhaps hundreds of millions of dol- 
lars each year. 

These were openly made sales. The press reported big profits 
were being made from Iraq’s oil sales to Turkey in 1992. The New 
York Times report noted that, “The Western allies and just about 
everybody else seem ready to avert their gaze from this illegal 
smuggling.” Three years later, the New York Times estimated that 
Iraq was illegally selling about 200,000 barrels of oil per day 
through Turkey, obtaining illicit revenue for Saddam Hussein to- 
taling between $700 million and $800 million per year. 

The oil sales that we in the world tolerated were open and obvi- 
ous, despite their being in violation of the U.N. sanctions that we 
helped put in place. For example, in March 1998, the BBC posted 
a photograph purporting that it had found, “clear evidence that 
Iraq is breaking tJ.N. sanctions by exporting hundreds of millions 
of dollars worth of oil across its borders into the Gulf and Turkey. ^ 
Huge convoys of trucks and many ships carry the fuel out of Iraq, 
where it is sold on the black market,” and that is a copy of that 
BBC news report showing those lines of trucks going into Turkey. 

The Administration acknowledged the illegal trade in a quote in 
the New York Times of June 1998, saying that, “the tendency has 
been to turn a blind eye because the Turks are benefiting from it 
at a time when they are complaining anyway about sanctions on 
Iraq.” It is clear that the whole world, including the United States, 
knew about Iraq’s oil sales to Turkey, Jordan, and Syria. 

In the case of the United States, we not only knew about the oil 
sales, we actively stopped the U.N. Iraq Sanctions Committee, 
known as the 661 Committee, from acting to stop those sales. Be- 
ginning in 1996, Turkey formally asked the United Nations 
through the 661 Committee for permission to increase its oil trade 
with Iraq. The United States expressly and repeatedly objected to 
the 661 Committee’s consideration of Turkey’s application instead 
of voting to simply turn it down. The United States could have 
voted to end the sales. Instead, it stopped the United Nations from 
acting. The result was that illegal oil sales to Turkey continued 
unabated. Hundreds of millions of dollars went into the pockets of 
Saddam Hussein as a result. 

Both the Clinton and Bush Administrations demonstrated in 
other ways an awareness and implicit approval of Iraq’s oil sales 
to Turkey and Jordan. Both Administrations repeatedly sent to 
Congress waivers from U.S. laws prohibiting U.S. foreign aid to 
any country that violated U.N. sanctions on Iraq. Each year since 
1994, Congress has prohibited foreign aid to any country violating 
U.N. sanctions on Iraq. Both the Clinton and Bush Administrations 
repeatedly issued waivers for Turkey and Jordan. Oil sales by Iraq 
to Turkey and Jordan continued apace in violation of U.N. sanc- 
tions with our knowledge and implied consent. 

Now, the U.N. sanctions, despite all the leakage, abuses, and 
looking the other way to violations, were stopping Saddam Hussein 


^See Exhibit No. 52 appears in the Appendix on page 427. 
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from rearming Iraq. In testimony to Congress in 2001 about the 
sanctions, Secretary of State Colin Powell said the following, “I 
think credit has to be given for putting in place a sanctions regime 
that has kept him pretty much in check.” 

As a matter of fact, the sanctions were working sufficiently well 
that Saddam Hussein used every tactic at his disposal to cir- 
cumvent and to corrupt them. He was intent on undermining the 
U.N. sanctions regime precisely because they were working so well. 
U.N. sanctions represent one of the few available non-military tools 
to control the behavior of threatening nations. Helping sanctions 
work more effectively is an important goal, and fixing responsibility 
when they are allowed to be circumvented or corrupted will hope- 
fully prevent that from happening in the future. 

I commend the Chairman for his determined efforts to achieve 
those goals through these hearings and I commend our staffs for 
the way they have worked together in carrying out the investiga- 
tion on which our hearings are based. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. Senator Levin. 

We are pleased to have with us the Chairman of the full Home- 
land Security and Government Affairs Committee, Senator Collins. 

OPENING STATEMENT OF CHAIRMAN COLLINS 

Chairman COLLINS. Thank you, Mr. Chairman. I know that ev- 
eryone is very eager to hear from the witnesses today, so I would 
ask unanimous consent that my full statement be entered into the 
record and I am just going to make a very few comments. 

Senator Coleman. Without objection. 

Chairman COLLINS. First, let me commend you for leading this 
much-needed investigation into the U.N. Oil-for-Food Program. 
This is a matter of extraordinary complexity and of great impor- 
tance. 

The Subcommittee’s first hearing last November established that 
Saddam Hussein systematically looted the Oil-for-Food Program 
and turned what should have been one of the greatest humani- 
tarian aid programs in history into one of history’s greatest frauds. 
We know that Saddam Hussein used some of his illicit proceeds to 
buy international support for his regime and to undermine numer- 
ous U.N. resolutions. We know that some of the proceeds were used 
to buy the weapons that Saddam Hussein needed to remain in 
power. Some of these weapons are now being used by terrorists 
against our troops and against the Iraqi people. 

The question before the Subcommittee now is how was Saddam 
Hussein able to do this. The interim report of the Volcker Commis- 
sion provides part of the answer. Indeed, its findings confirm some 
of our worst suspicions. In the critical components of the Oil-for- 
Food contracting, the inspections of oil exports, the inspections of 
humanitarian imports, and the banking arrangements, the report 
finds that political considerations, favoritism, and expediency 
seems to take precedence over integrity, transparency, and account- 
ability. 

In the area of internal program audits, the words used by the 
Volcker Commission — inadequate, erroneous, and unsatisfactory — 
are, if anything, an understatement as the Subcommittee’s own in- 
vestigation demonstrates. The clear lack of anything resembling 
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diligent oversight for a program worth some $64 billion is, to use 
another word, unconscionahle. 

As the Chairman has outlined, the Subcommittee’s own inves- 
tigators have uncovered very disturbing information suggesting im- 
proprieties and possible fraud at many levels of the Oil-for-Food 
Program. This investigation, as well as the investigations by five 
House Subcommittees, has been hampered considerably by the 
U.N.’s reluctance to cooperate fully. I believe that we have only ex- 
plored what appears to be an iceberg. We have only explored the 
tip of it. As we go deeper, this lack of full cooperation will become 
increasingly unacceptable. 

Accountability is vital for all institutions. This is especially true 
for public institutions. It is clear that something went terribly 
wrong with the Oil-for-Food Program, and those responsible must 
be held accountable. 

Again, Mr. Chairman, thank you for your leadership. 

Senator Coleman. Thank you. Chairman Collins. 

[The prepared opening statement of Senator Collins follows:] 

PREPARED OPENING STATEMENT OF SENATOR COLLINS 

Thank you, Senator Coleman. I commend you for leading this much-needed inves- 
tigation of the United Nations’ Oil-for-Food Program. This is a matter of extraor- 
dinary complexity, and of great importance. 

The Subcommittee’s first hearing on this program last November laid a solid foun- 
dation for the work ahead. As a result of our inquiry and others, we know that Sad- 
dam Hussein systematically looted the Oil-for-Food program and turned what 
should have been one of the greatest humanitarian-aid programs in history into one 
of history’s greatest frauds. We know that Saddam Hussein used some of his illicit 
proceeds to buy international support for his regime, and to undermine the numer- 
ous U.N. resolutions demanding compliance with the Gulf War cease-fire agreement. 

We know that some proceeds were used to buy the weapons the brutal dictator 
needed to remain in power. We also know that some of those weapons — the ammu- 
nition and rocket-propelled grenades — now are being used by terrorists against our 
troops and against the Iraqi people. 

The question before us now is, how was Saddam Hussein able to do this? The in- 
terim report of the Volcker Commission provides part of the answer. It reviews the 
way this program was set up and operated. Its findings confirm some of our worst 
suspicions. 

In the awarding of contracts to get the program under way, the interim report 
finds that the U.N. not only failed to follow generally accepted practices, but also 
failed to follow its own internal policies. In the critical components of Oil-for-Food 
contracting — the inspections of oil exports, the inspections of humanitarian imports, 
and the banking arrangements — the report finds that political considerations, favor- 
itism, and expediency seemed to have taken precedence over integrity, transparency, 
and accountability. 

In the area of internal program audits, the words used by the Volcker Commis- 
sion — inadequate, erroneous, and unsatisfactory — are, if anything, understatement. 
The clear lack of anything resembling diligent oversight for a program worth some 
$64 billion is, to use another word, unconscionable. 

It is only in the area of administrative expenditures that the findings are merely 
disturbing. The report noted that payments were made for expenditures that were 
not sufficiently documented or explained. In addition, given the widespread allega- 
tions of fraud and corruption in this program, the decision to reduce administrative 
expenditures by shortchanging internal inspections and audits is a glaring example 
of being penny-wise and pound-foolish. 

Finally, we come to the findings regarding Benon Sevan, the former Executive Di- 
rector of the U.N.’s Office of the Iraq Program, the so-called “ambassador” of the 
Oil-for-Food Program. The Commission’s finding that Mr. Sevan engaged in, “a 
grave and continuing conflict of interest” regarding extremely lucrative oil alloca- 
tions speaks for itself. Mr. Sevan’s explanation for his unexplained wealth — a gift 
from an elderly aunt on a modest pension — fails anyone’s straight-face test. 

As the Chairman has outlined, this Subcommittee’s own investigators have uncov- 
ered very disturbing information suggesting improprieties at many levels of the Oil- 
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for-Food program. This investigation, as well as the investigations by five House 
committees, has been hampered considerably by the U.N.’s reluctance to cooperate 
fully. These investigations so far have only explored the tip of what appears to be 
an iceberg. As they go deeper, this lack of full cooperation will become increasingly 
unacceptable. 

Accountability is vital for all institutions. This is especially true for public institu- 
tions. It is clear that something went terribly wrong with the way the Oil-for-Food 
program was set up and administered, and those responsible must be held account- 
able. I look forward to the evidence the PSI investigators have uncovered and will 
be presenting today. 

Chairman CoLEMAN. Senator Domenici. 

OPENING STATEMENT OF SENATOR DOMENICI 

Senator Domenici. Mr. Chairman, first, I want to say to you that 
I have been here a long time, longer than many people believe I 
should have been, but frankly, I have not seen a new Senator take 
an issue of this magnitude and do the kind of job you have done 
with it. I have no doubt that many people were skeptical of your 
first comments with reference to what was going on, but I believe 
before we are finished that you will prove that you were right and 
that you found something that is terribly important to what has 
gone on in the Middle East. 

From my standpoint, I always wondered how Saddam Hussein 
could remain so strong when sanctions indicated to the world that 
he was depleted of resources that would permit him to remain such 
a strong power with reference to military might and control over 
his people. The sanctions were intended to diminish his power, but 
it seems like something else was happening. I think we might find 
out when we are finished with these hearings that this is what 
happened, this is where he got his support. If that is the case, I 
believe the U.S. Congress has uncovered something that is truly 
important to our country as we look at what we have tried to do. 
We have been misled. We have been put upon, without any ques- 
tion, by those who have done this in a very serious way. 

And last and almost more important, and we don’t know the ex- 
tent of this, but I am very suspicious of countries that seemed to 
be questioning resolutions that would have led to a conclusion that 
we should intervene in Iraq. Somehow it seems certain countries 
decided not to continue down that line, and the question is, were 
they affected by the transactions that occurred here, directly or in- 
directly? Were they biased because of the monetary receipts that 
were coming in to either them or their friends, friends of that gov- 
ernment? 

I think you have talked about that and around that, and I don’t 
know that we have proof yet, but I think these hearings will at 
least put on the table that something else was happening that 
might have had an impact on why countries didn’t support us with 
votes in the United Nations when the time came to finally decide 
enough was enough in Iraq. I hope you understand what I am say- 
ing, and I hope the people understand what I am saying. 

I don’t want to openly accuse these countries, but it seems to me 
very close to a logical conclusion that there was some impact and 
it might have come from the resources that were siphoned into 
those countries or people close to the leadership in those countries. 
If that is the case, and it may very well be so, then these hearings 
will have proven something far beyond what you started out talk- 
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ing about and far beyond what our people in America were think- 
ing when these U.N. votes were occurring. 

I thank you for your diligence and I hope we can conclude with 
facts that you were right from the beginning and that this is a ter- 
rible set of actions on the part of the United Nations. If so, some- 
thing has to happen. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. Senator Domenici. 

I would like to welcome our first panel of witnesses for today’s 
important hearing. This morning, we will hear from Robert 
Massey, the Chief Executive Officer for Cotecna Inspection; Andre 
Pruniaux, a former Senior Vice President of the Africa and Middle 
East Division for Cotecna Inspection; Arthur Ventham, a former 
Inspector for Cotecna; Vernon Kulyk, a former Customs Officer for 
the United Nations Office of the Iraq Program; and finally, John 
Denson, the General Counsel for Saybolt Corporation. 

I welcome all of you to today’s hearing and look forward to hear- 
ing your views on the United Nations’ handling of the Oil-for-Food 
Program as well as discussing the role of Saybolt and Cotecna as 
independent inspectors for the Oil-for-Food Program. Cotecna was 
the independent inspecting agent for the humanitarian goods im- 
ported into Iraq under the program. Saybolt Group was the inde- 
pendent inspection agent for Iraqi oil exports under the program. 
I think it is important to understand how you carried out your du- 
ties and whether these duties were consistent and appropriate with 
the purpose of the Oil-for-Food Program and U.N. sanctions. 

I want to take this opportunity to thank all of you for coming 
such a long distance to be at this hearing. It is important that you 
are with us this morning and we do appreciate your being here. 

Before we begin, pursuant to Rule 6, all witnesses who testify be- 
fore the Subcommittee are required to be sworn. At this time, I 
would ask you to please stand and raise your right hand. 

Do you swear that the testimony you are about to give before 
this Subcommittee is the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. Massey. I do. 

Mr. Pruniaux. I do. 

Mr. Ventham. I do. 

Mr. Kulyk. I do. 

Mr. Denson. I do. 

Senator Coleman. We will be using a timing system today. 
Please be aware that approximately one minute before the red light 
comes on, you will see the lights change from green to yellow. It 
will give you an opportunity to conclude your remarks. Your writ- 
ten testimony will be printed in the record in its entirety. We ask 
that you limit your oral testimony to no more than 5 minutes. 

Mr. Massey, we will have you go first, followed by Mr. Pruniaux, 
Mr. Ventham, Mr. Kulyk, and we will end up with Mr. Denson. 
After we have heard all the testimony, we will turn to questions. 
Mr. Massey, you may proceed. 
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TESTIMONY OF ROBERT M. MASSEY, i CHIEF EXECUTIVE 
OFFICER, COTECNA INSPECTION S.A., GENEVA, SWITZERLAND 

Mr. Massey. Thank you, Mr. Chairman. Mr. Chairman and dis- 
tinguished Members, good morning. My name is Robert Massey. 
From 1993 to the present, I have been the CEO for Cotecna Inspec- 
tion S.A. in Geneva, Switzerland. Cotecna served as independent 
inspection agent for humanitarian goods entering Iraq in the U.N. 
Oil-for-Food Program between 1999 and 2003. Thank you for this 
opportunity to address the Subcommittee. 

You have received my written statement. Therefore, my prepared 
oral statement will make only four points. 

First, Cotecna was selected fairly on objective grounds, including 
price, responsiveness to the RFP, and expertise. 

Second, we performed our limited and technical role profes- 
sionally under extraordinarily difficult circumstances. 

Third, we had no role whatsoever in the financial aspect of the 
program. 

Finally, the employment of Kojo Annan was in connection with 
the company’s substantial work in West Africa exclusively and had 
absolutely no relationship to Cotecna’s selection for the Oil-for-Food 
Program. 

I will elaborate on these four points in no particular order. 

Between 1992 and 1996, the inspection mission in the U.N. hu- 
manitarian programs for Iraq changed, becoming much more lim- 
ited. In 1992, Cotecna was competitively selected in the first inter- 
national call for tender for a U.N. program to monitor Iraq’s pur- 
chase of humanitarian goods. The company’s 1992 draft contract 
would have provided for Cotecna to perform price verification, pre- 
shipment inspection, and post-landing inspection. The 1992 pro- 
gram was never implemented, however, because the United Na- 
tions and Iraq did not reach agreement. 

In 1996, Cotecna participated in a new U.N. call for tender, this 
time merely for the authentication of goods. Authentication, a serv- 
ice unique to the U.N. program, compares the shipping documents 
accompanying the goods and the goods themselves against U.N. 
documents and database, confirming the goods actually arrived. 
Authentication was developed by the United Nations as one of the 
several steps in the process for paying suppliers under the Oil-for- 
Food Program. 

Cotecna did not begin to authenticate shipments in 1996 because 
the United Nations awarded the contract to another company. This 
leads me to my next point. Cotecna’s limited technical role under 
the 1998 contract did not place us in a position to detect illegal 
payments by suppliers. 

I can best explain our role by specifying what we did and did not 
do. Cotecna was contracted to, and did, compare the U.N. docu- 
ments and database with the shipping documents accompanying all 
Oil-for-Food goods crossing the Iraqi borders at specified locations, 
did visually check 100 percent of these goods and more closely ex- 
amined a 10 percent random subset, and did test whether 100 per- 
cent of foodstuff was fit for human consumption. 


^The prepared statement of Mr. Massey with attachments appears in the Appendix on page 
168 . 
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Cotecna was not contracted to, and did not, verify that foodstuff 
shipped was of the grade contracted, did not assess the value of the 
goods, did not interdict prohibited goods outside the program, did 
not perform any task with respect to goods not voluntarily pre- 
sented, and did not select the goods imported, establish their speci- 
fications, choose suppliers, negotiate or verify prices, designate 
sales intermediaries, establish sales commissions, or handle funds 
for the payment of goods. 

Your invitation asks me to describe my or my company’s knowl- 
edge, if any, of illegal payments by suppliers to either U.N., 
Cotecna, or Iraq officials. My company and I have no knowledge of 
any such payments to anyone. We as inspectors with a limited and 
technical role were in no position to have such knowledge. 

My third main point is that Cotecna performed its job well and 
fully in accordance with its mandates. My colleague Andre 
Pruniaux will explain this point in more detail. Let me make only 
two related observations. 

First, while limited and technical, Cotecna’s mission was difficult 
and sometimes ambiguous. There were, for example, ambiguities 
concerning how and whether Cotecna was to test the quality of 
foodstuffs and how extensive Cotecna’s physical inspection for all 
goods should be. Largely, our role was clarified over time through 
communications with IJNOIP people, although formal contract 
amendments did not always follow. 

After 1998, Cotecna asked the United Nations to expand the 
company’s scope of work to include services supporting price 
verification. The United Nations declined because it saw itself as 
solely responsible for this task. 

My final point is that the United Nations properly awarded 
Cotecna its contract. Before I discuss the 1998 U.N. procurement, 
let me say that Kojo Annan played no role in helping Cotecna ob- 
tain the U.N. contract. A detailed timeline provided with my writ- 
ten statement places his work for us in its proper African context. 
His employment with us had nothing to do with Iraq and every- 
thing to do with West Africa. 

Cotecna hired him in late 1995 to work in Lagos, Nigeria, on 
Cotecna’s government pre-shipment inspection contract there. He 
resigned in December 1997, some months after the Nigerian ad- 
ministration terminated Cotecna’s contract. Because of his mar- 
keting skills in Nigeria and Ghana, Cotecna subsequently hired 
him to work under a 10-month consultancy agreement, wffich in- 
cluded a non-compete clause. In January 1999, after completion of 
this consultancy agreement, we negotiated a new and enforceable 
non-competition agreement providing compensation, as required 
under Swiss law. 

There was a clear business rationale for these arrangements. In 
1999 and 2000, Cotecna was pursuing inspection contracts in Nige- 
ria and Ghana and did not want Kojo Annan available to the com- 
petition. As reflected in the provided timeline, the intense competi- 
tive environment in Nigeria and Ghana continues until this day. 

Cotecna was awarded a U.N. contract in 1998 based on our pro- 
posal, which offered the lowest cost and highest technical expertise, 
as well as experience working in harsh conditions. Along with the 
handful of other inspection companies worldwide, Cotecna learned 
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of the U.N.’s October 9, 1998, RFP per standard procurement pro- 
cedures. Cotecna had in the past been awarded U.N. contracts, had 
been selected for the unimplemented 1992 program, and had been 
invited to bid on the new Oil-for-Food Program in 1996. 

Mr. Chairman, under the unusual and restrictive conditions I 
have described, Cotecna fully met its obligation to the United Na- 
tions. I am proud of Cotecna’s performance in this program. 

From the outset, Cotecna has cooperated fully with this Sub- 
committee’s investigation. 

This concludes my prepared statements and I would gladly an- 
swer any questions. 

Senator Coleman. Thank you, Mr. Massey. Mr. Pruniaux. 

TESTIMONY OF ANDRE E. PRUNIAUX, i FORMER SENIOR VICE 

PRESIDENT, AFRICA AND MIDDLE EAST DIVISION, COTECNA 

INSPECTION S.A., GENEVA, SWITZERLAND 

Mr. Pruniaux. Mr. Chairman and distinguished Members of the 
Subcommittee, thank you for inviting me to speak today. My name 
is Andre Pruniaux. I served as Senior Vice President of Cotecna In- 
spection S.A. between 1998 and 2004. As such, I managed 
Cotecna’s operations in Africa and the Middle East, including its 
work as independent inspection agent for humanitarian goods in 
the U.N. Oil-for-Food Program. 

Today, I will describe, first, our negotiation of the 1998 Oil-for- 
Food Program contract with the United Nations, then how we per- 
formed our duties, then our working relationship with the UNOIP. 

We worked on this program from early 1999 to late 2004, so 
there is a great deal of information for me to cover in a short time. 
Everything I describe today is detailed in my written testimony 
and the extensive records that Cotecna has produced to investiga- 
tors. 

Cotecna received the Oil-for-Food tender in late 1998. We found 
that the tender was broadly worded and did not provide detailed 
technical and process specifications. We found the lack of detail 
surprising, as the program had already been in operation for 2 
years. 

Although not mentioned in the tender, the United Nations im- 
posed Cotecna the use of their existing Lotus Notes system during 
the negotiations. We had proposed using our in-house IT and com- 
munication system and had fixed the contract price on this as- 
sumption. At the time, we did not know that much about Lotus 
Notes, but our IT team understood that communication costs would 
be higher and the system less efficient. To accommodate their 
Lotus Notes requirement, the United Nations agreed to a price in- 
crease even before finalization of the original contract. 

When we arrived on the ground in Iraq, the conditions were 
worse than anticipated. The inspection sites had recently been 
evacuated and were in disarray. There was a huge backlog of docu- 
ments to be processed. We had only 1 month’s lead time from con- 
tract award to implementation. No standard operating procedures 


^The prepared statement of Mr. Pruniaux with attachments appears in the Appendix on page 
88 . 
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existed when we assumed responsibility, although procedures 
unique to the Oil-for-Food Program were demanded of us. 

An example of the initially vague scope of work concerns the test- 
ing of foodstuffs to ensure only that they were fit for human con- 
sumption. This is not a recognized concept within our industry. We 
had to work out what the United Nations wanted by making sug- 
gestions that they would accept or reject until we knew exactly 
what they intended our mandate to be. These clarifications were 
not documented in formal contract amendments, but were agreed 
ad hoc and then reflected in the standard operating procedures we 
developed for the program and which were approved by the United 
Nations 

If there was any doubt about whether or not we should authen- 
ticate a shipment because the paperwork was incomplete or a ship- 
ment arrived at the wrong crossing, we would consult with the 
United Nations in New York and get their decision. These frequent 
consultations resolved many of our mandate’s ambiguities. How- 
ever, it still seems to have left room for confusion amongst outside 
observers, such as the U.N. auditors, as to our performance as well 
as to the scope of our work. 

We also found that in reality, the U.N. Lotus Notes system was 
cumbersome and unsuited for the authentication purpose. Repli- 
cating data between our servers in Iraq and the U.N.’s servers in 
New York often took days and the system often crashed. Then we 
would start the data replication process over, causing us to expend 
many more man hours. The Lotus Notes system was controlled by 
the United Nations and was the only way supplier contract infor- 
mation was electronically transmitted to us. 

The system’s shortcomings greatly impacted upon the workload 
of inspectors, who had to work long hours, often through the night. 
For example, the system meant that we had manually to fax often 
2,000 or more authentication sheets from Iraq through to New 
York each night. 

Due to the design of the system, the audit trail was manual. It 
could take hours to track a single delivery. Think of this in terms 
of over 30,000-plus contracts, some of which involved several thou- 
sand individual deliveries. 

As you can see, the program presented significant challenges. I 
will now explain how we worked with the UNOIP staff to overcome 
these challenges. 

Cotecna developed standard operating procedures for every as- 
pect of the mandate. We established a three-level internal over- 
sight and audit process. These were carried out by a team leader 
at each site, the contract manager in Amman, and our head office 
in Geneva. The contract manager position was introduced by 
Cotecna at our own cost to ensure efficiency and compliance. We 
also would hire technical experts as required, for example, customs 
specialists and financial auditors. The contract manager would be 
in daily contact with inspectors on the ground and would also con- 
duct detailed field audits at each site on average every 2 months. 
I would also personally conduct my own on-site reviews twice a 
year, and there were semi-annual management meetings in 
Amman and Baghdad which the UNOIP staff would attend when 
possible. 
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We communicated with the UNOIP daily, providing them with 
detailed reports as to the precise level of authentication activity at 
each site. We also provided reports on the pending authentications. 
The UNOIP regularly visited and audited our sites, and I would 
visit New York two or three times a year for working sessions with 
the UNOIP. 

In conclusion, Cotecna met the terms of its mandate in full. In 
order to develop the best service possible, we insisted on 100 per- 
cent visual inspection of all imports. We also put in place a con- 
tract manager and we hired up to 30 surplus inspectors to allow 
for strenuous shift demands and sufficient rest and recuperation 
for our inspectors in Iraq. We took these steps at our own expense. 
We developed clear SOPs that the United Nations approved. 

Mr. Chairman, I am confident that Cotecna met and exceeded its 
obligations under the U.N. mandate and we did so under very dif- 
ficult circumstances. 

This concludes my prepared statement and I would be happy to 
answer any questions. 

Senator Coleman. Thank you very much, Mr. Pruniaux. Mr. 
Ventham. 

TESTIMONY OF ARTHUR VENTHAM, i FORMER INSPECTOR FOR 
COTECNA INSPECTION, S.A., WESTERN AUSTRALIA 

Mr. Ventham. Mr. Chairman and Members of the Subcommittee, 
my name is Arthur Ventham and I am here at your request to tes- 
tify about my experiences as an inspector with Cotecna Inspections 
S.A., the independent inspection and authentication contractor for 
the Oil-for-Food Program. 

Before I begin my testimony, I want to thank you and the Sub- 
committee for giving me the opportunity to travel to your Nation’s 
capital to provide assistance to your investigation into the United 
Nations Oil-for-Food Program and I hope my testimony assists with 
your endeavors. 

I would like to iterate that my intent is not to denigrate my fel- 
low inspectors employed by Cotecna Inspections but to provide the 
insight into what occurred on the ground in Iraq at the sites that 
I spent time at, namely Ar’Ar, Al-Waleed, Um Qasir, and Zakho, 
and Iskenderun in Turkey. 

The period that I spent with Cotecna in Iraq, Turkey, and Jordan 
was an experience I would not have missed. I went to Iraq to try 
and do something for the people of that country as well as assisting 
an organization that I had a lot of time for, namely the United Na- 
tions. Before answering the Subcommittee’s questions, let me give 
you a brief description of my background and role at Cotecna. 

From 1977 to 1994, I was employed in various capacities with 
the Australian Customs Service. During my 18 years there, I 
served in senior positions including their Training Officer, Customs 
Commercial Systems and Investigations Section; Senior Operations 
Officer, Investigations and Compliance Section; Duty Manager, 
Compliance and Passenger Processing Section; and Senior Investi- 
gator, Inland Revenue Section. 


^The prepared statement of Mr. Ventham appears in the Appendix on page 110. 
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From 1994 to 1995, I was contracted as a Manager, Tariff and 
Trade Section of Coopers and Lybrand, which is one of the hig four 
accounting firms in Australia. 

From 1995 to 1998, I was employed in private industry as the 
Managing Director, Business and Development, Tariff and Trade 
Section of ArMar Holdings International, an international houtique 
consulting agency, and as the Chief Executive Officer of Business 
Development of Power Management Australasia, a specializing ac- 
counting, CPA, and business consulting agency for major projects 
both onshore and offshore Australia. 

In 1998, I returned to the public service as a contract employee 
for the West Australia State Government, where I worked until De- 
cember 2002, when I was hired as an inspector for Cotecna. Upon 
terminating my employment with Cotecna, I returned to public 
service work for the State of West Australia, where I work at the 
present time. 

As for my employment with Cotecna, I landed the job through a 
former colleague with the Australian Customs Service who had 
himself worked for Cotecna as an inspector in Iraq. He suggested 
that I apply for the inspector position, which I did. I was subse- 
quently hired. I actually departed Australia on December 20, 2002, 
for service in Iraq. I served as an inspector at the Ar’Ar inspection 
station on the Saudi Arabian border until the end of January 2004. 

In mid-January, I volunteered to visit the Al-Waleed inspection 
station on the Syrian border for the purpose of observing and 
learning the inspection process so that I could prepare a standard 
operating procedure for the Ar’Ar site at the request of the team 
leader. After approximately 1 week at Al-Waleed, I returned to 
Ar’Ar, where I learned that I was being transferred to Um Qasir 
inspection station near the Kuwait border and the Persian Gulf. 

I remained at Um Qasir as an inspector until March 17, when 
we were evacuated to Jordan due to hostilities associated with Op- 
eration Iraqi Freedom. I remained in Jordan until April 7, when I 
was transferred to Iskenderun, Turkey, as an inspector. 

While at Iskenderun, I rotated through a satellite site in Mersin, 
Turkey, and also visited other inspection sites in the area on an as- 
needed basis. Eventually, I was promoted to the position of Admin- 
istrative Deputy Team Leader, which meant that I was responsible 
for administration, accounts, and other activities associated with 
the Mersin site. 

In late June, I accepted an opportunity to become the Site Lead- 
er of the Zakho inspection station on the Turkish border 

Senator Coleman. Mr. Ventham, if I may, rather than going 
through your history of assignments, can you focus on your obser- 
vations to help the Subcommittee? 

Mr. Ventham. Prior to being accepted as an inspector, my under- 
standing of the Oil-for-Food Program was somewhat limited and I 
was of the opinion that all goods entering Iraq were subject to the 
same strict inspection services to ensure that no unlawful or inap- 
propriate goods, such as military, chemicals, or other potential dan- 
gerous goods were brought into the country illegally. From the pro- 
cedures and processes I witnessed as an inspector, this did not ap- 
pear to be the case, as we were only interested in those goods that 
complied with U.N. SCR 986 sanctions. 
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As an ex-military officer and business consultant, I am aware of 
and have been trained in logistics, security, and service delivery. 
The activities that I undertook while employed with Cotecna was 
contrary to everything that I have been taught, be that through the 
university, the military, or customs. As a professional customs 
manager and business consultant, I was somewhat surprised at 
how Cotecna operated when dealing with a major U.N. activity 
such as the Oil-for-Food Program. 

To my dismay, I found that the inspections being performed by 
Cotecna, inspections which I found to be inadequate were, in fact, 
appropriate based on the instructions provided to them by the OIP 
U.N. I could not allow myself to continue to be part of such an in- 
spection program or to be associated with a company who con- 
ducted the inspection business in that manner. 

While I am disappointed that I was unable to work with the 
United Nations to achieve a desired outcome, I am not sorry to 
have left Cotecna when I did, as I believe that the way they oper- 
ated was contrary to best practice. 

I am now available to answer your questions. 

Senator Coleman. We will enter your full statement into the 
record, Mr. Ventham. Thank you very much. Mr. Kulyk. 

TESTIMONY OF VERNON P. KULYK, i FORMER DEPUTY CHIEF 

CUSTOMS EXPERT, UNITED NATIONS OFFICE OF THE IRAQ 

PROGRAM, DAR ES SALAAM, TANZANIA 

Mr. Kulyk. Good morning, Mr. Chairman, Ranking Member 
Levin, and Subcommittee Members. Thank you for this opportunity 
to testify before this inquiry into matters concerning the Office of 
the Oil-for-Food Program, United Nations. 

In July 1998, I joined the United Nations Office of the Iraq Pro- 
gram, UNOIP, as a customs expert. Eventually, I became the Dep- 
uty Chief Customs Expert and my responsibilities included review- 
ing contracts for humanitarian aid to be shipped into Iraq under 
the program as well as monitoring the performance of the inde- 
pendent inspection contractors in the program. 

I am a Canadian citizen, and prior to my arrival at the United 
Nations Office of the Iraq Program, I had in excess of 30 years of 
experience as a customs officer with the Government of Canada 
and I also had substantial experience enforcing sanctions in a sanc- 
tions environment, working in the Balkans in 1993 and 1994. 

This Subcommittee’s invitation requested that I address several 
topics in my prepared remarks. However, in my opening statement, 
I will focus on the humanitarian goods contract review and ap- 
proval process. 

There were two main categories of contracts that the UNOIP was 
responsible for reviewing under the program, contracts for humani- 
tarian goods and contracts for agency goods. For the purpose of ex- 
planation, humanitarian goods were sometimes referred to as the 
53 percent account because 53 percent of the revenues from the 
sale of Iraqi oil were used to purchase these goods. Likewise, the 
agency goods were sometimes called the 13 percent account, be- 
cause 13 percent of the oil revenues went to their purchase. 


^The prepared statement of Mr. Kulyk appears in the Appendix on page 127. 
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The government of Iraq was permitted to contract directly for the 
purchase of humanitarian goods with suppliers. Agency goods, on 
the other hand, were purchased directly by the United Nations 
agencies for use in the three northern governates because it was 
felt that the government of Iraq could not be trusted to deliver hu- 
manitarian goods to that region. 

I will first discuss the contract review and approval process for 
humanitarian goods, which had several distinct steps which I be- 
lieve demonstrate a reasonably comprehensive review process. 

First, at the beginning of each phase of the program, the Pro- 
gram Management Division, or PMD, of the UNOIP was respon- 
sible for creating a list of goods that could be purchased, and this 
was called the distribution plan, which in essence essentially was 
a large shopping list. 

Second, the government of Iraq negotiated directly with suppliers 
for the purchase of the goods that were included in the distribution 
plan. 

Third, the supporting mission of the supplier would submit the 
contract to the United Nations, because suppliers were not allowed 
to submit their contracts directly to UNOIP. 

Fourth, customs experts at the UNOIP’s Contracts Processing 
Monitoring Division, or CPMD, as it is referred to, where I worked, 
reviewed the contracts presented by the missions on a first come, 
first served basis. 

It is important to note that the review process is not simply a 
paper exercise. We reviewed the contracts for completeness, box by 
box, line by line, and clause by clause to assess the following cri- 
teria: One, whether the goods being purchased fell into a category 
of goods on the distribution plan; two, whether the goods being pur- 
chased were appropriate and/or suitable for the approved purpose 
in the sector; three, whether the goods were reasonably priced 
under the circumstances; and four, whether contracts included pro- 
hibited clauses that were outside of the scope of the program, such 
as preferred payment clauses or performance guarantees or com- 
missions, if you may wish. 

To assess the reasonableness of prices, we attempted to obtain 
the transactional value of the goods by various methods. These 
methods included cross-checking the prices on similar goods from 
different phases of the program, checking catalogs of different sup- 
pliers for price comparisons, researching price information avail- 
able on the Internet, and contacting suppliers via the permanent 
missions. It should be noted that customs experts were not allowed 
to meet with suppliers without mission representatives being 
present to reduce potential offers or bribes or other financial incen- 
tives that suppliers may extend. 

Following this thorough review of the application and the con- 
tract, the customs officer compiled his or her findings in an officer’s 
comment or report, which included the expert’s assessment of 
whether the contract price was reasonable, slightly high, or exces- 
sive. 

Fifth, the Chief Customs Expert or the Deputy Chief Customs 
Expert conducted another supervisory level of compliance review of 
each written contract report. Thus, while I was serving as the Dep- 
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uty Chief Customs Expert, I reviewed most of the contracts and 
written contract reports compiled hy customs experts. 

Finally, the 661 Committee reviewed each contract and each re- 
port, including whether the contract complied with the relevant 
U.N. resolutions, in particular Resolution 986, and the 661 Com- 
mittee had the option of approving the contract, denying the con- 
tract, or putting the contract on hold pending clarification. 

Agency goods, or 13 percent account goods, had a slightly dif- 
ferent contract review and approval process and it is important for 
the members of the panel to note that while the authentication of 
agency goods was not a trigger to payment for suppliers, it was fa- 
cilitative to the extent of gathering statistics and to some degree 
of reconciliation of the arrival of agency goods. It was not a trigger 
to payment. 

I worked with a group of highly qualified and committed customs 
experts in the Contracts Processing Management Division, who I 
believe were dedicated to doing their best to report overpricing and 
suspected fraud to the 661 Committee. To my knowledge, the 661 
Committee was fully aware of all suspected overpricing and fraud 
detected and reported. 

In conclusion, the stated goal of the program was to get the hu- 
manitarian goods to the Iraqi people who were suffering as a result 
of the U.N. sanctions while ensuring that the government of Iraq 
did not manipulate the program to rearm its military. I believe the 
program was successful in achieving its goal in spite of the limita- 
tions placed on it. 

Mr. Chairman, I am now happy to answer any questions you 
may have. 

Senator Coleman. Thank you, Mr. Kulyk. Mr. Denson. 

TESTIMONY OF JOHN DENSON, i GENERAL COUNSEL, SAYBOLT 
GROUP, HOUSTON, TEXAS 

Mr. Denson. Chairman Coleman, Ranking Member Levin, distin- 
guished Members of the Subcommittee, thank you for the oppor- 
tunity to testify before you today. My name is John Denson. I am 
General Counsel of Saybolt. You have asked me to speak today 
about the activity of Saybolt in its capacity as independent inspec- 
tion agent for the United Nations during the Oil-for-Food Program. 

I would like to make a personal observation, if I might, and that 
is that Saybolt had both the blessing and the curse of playing a 
very pivotal role in one of the most politically charged international 
programs in history. We ourselves are not political, and that may 
be one of the reasons we were chosen for that role. We welcome the 
opportunity to uncover the truth about what went right and what 
went wrong in this program, and for that reason, we have worked 
very closely with your Subcommittee and with all the official inves- 
tigators to bring things out into the open and have them clearly 
understood by everybody that needs to learn from and look at this 
program. 

Going back to my prepared oral testimony. I have submitted a 
detailed written statement, so I will keep my oral comments brief, 
focusing on only a few key points which I hope will help the Sub- 


^The prepared statement of Mr. Denson appears in the Appendix on page 139. 
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committee evaluate the information it has received regarding 
Sayholt, including almost 300,000 pages we have already provided 
to the Subcommittee during the last several months. 

I would like to take a moment to put our performance and our 
duties as a U.N. contractor in Iraq in some context. Over 7 years 
of the Oil-for-Food Program, Sayholt inspected some 2,700 loadings 
at two inspection points designated by the United Nations, the 
Ceyhan, Turkey, and the Mina Al-Bakr, Iraq, loading terminals. 
Sayholt also monitored the flow of oil through the pipeline con- 
necting Iraq to the Ceyhan port, in addition to inspecting some oil 
industry equipment imports and coordinating three expert studies 
on the Iraqi oil industry for the United Nations. 

The United Nations extended our contract every 6 months be- 
tween 1996 and 2000, and in 2000, the United Nations renewed 
our contract, which was further extended through the end of the 
program in 2003. These extensions and renewals are a reflection of 
the quality of work we did under very difficult circumstances. 

On the subject of the selection of Sayholt to be a contractor for 
the United Nations, I would like to emphasize one point. The man- 
ner in which the United Nations conducted this process, which is 
described further in my written testimony, elicited some criticism 
in the interim report produced earlier this month by the U.N. Inde- 
pendent Inquiry Committee, also known as the Volcker Commis- 
sion. In particular, the interim report found that the United Na- 
tions did not adhere to some of its internal rules in conducting that 
process. 

However true that finding may be, it is not a finding about 
Sayholt. Sayholt was not made aware of any such rules. Further, 
the rules are not even made publicly available, as far as we know. 
The only guideline that the United Nations made known to Sayholt 
at the time is that it reserved the right to conduct the procurement 
process in whatever manner it deemed to be in the best interest 
of the United Nations. 

In order to compete in the bidding process, Sayholt therefore had 
to tailor its efforts to the concerns expressed by U.N. officials, such 
as the need for a lower price, and to make the various bids an ap- 
ples-to-apples comparison rather than the apples-to-oranges com- 
parison it started out being. In the end, as detailed in my written 
testimony, we are confident that Sayholt was the most qualified 
bidder and that we offered the most competitive price. 

At Sayholt, we are proud of our performance under the U.N. con- 
tract. Although living and working conditions were extremely tough 
and the Iraqi infrastructure was also found wanting in critical 
ways, Sayholt inspectors carried out their duties with a very high 
level of dedication and professionalism. Sayholt always worked in 
close coordination with the United Nations and always responded 
promptly to difficulties it encountered in the field. 

I won’t take up the Subcommittee’s time with an exhaustive list 
of the challenges we face in Iraq. Suffice it to say that Iraq under 
the Hussein regime was not very welcoming to foreign contractors. 

One operational challenge does bear mention here because it has 
been periodically discussed at hearings on the program, the lack of 
functioning metering equipment in Mina Al-Bakr. This, like some 
of the other issues we will discuss today, reflects some of the inher- 



26 


ent flaws in how the program was structured to operate. Although 
Saybolt alerted the United Nations to this problem from the onset 
of the program, and to some extent even before the program start- 
ed, Iraq did not undertake to put into place functioning meters at 
the Mina Al-Bakr platform. As a result, Saybolt could not measure 
the flow of oil into individual tankers. Instead, Saybolt had to rely 
on an alternate method of measurement. This method, while com- 
pliant with commercial standards, was not as foolproof as a meter 
or as accurate as a meter would be. 

This lack of proper metering equipment was also a contributing 
factor in the 2001 topping-off incidents involving the oil tanker 
Essex. As noted in my written testimony, Saybolt immediately in- 
vestigated this problem and we detailed our findings to the 661 
Committee. Our investigation found no evidence at the time to sug- 
gest that the company knew of these two topping-off incidents be- 
fore they happened. The available evidence indicates that the 
Essex loaded additional oil, approximately 230,000 barrels each of 
the two times, after the Saybolt inspectors had already certified the 
loading amount and left the vessel to return to the living quarters. 

Saybolt immediately instituted several additional safeguards to 
prevent any recurrence of this. Under the new procedures, our in- 
spectors stayed on board ships until their departure. If their depar- 
ture was delayed, Saybolt placed numbered, sealed caps on the ves- 
sel loading valves, which we again inspected prior to departure to 
make sure they had not been removed. These additional measures 
were effective and we are aware of no further incidence of topping 
off. 

Furthermore, Saybolt prepared a report for the U.N.’s 611 Com- 
mittee to analyze the likelihood that there were prior incidents of 
topping off. This report concluded that it was extremely unlikely 
that there were other incidents of topping off. 

As you may know, documents obtained from Iraq last year have 
led to an allegation that Iraq tried to bribe one of the Saybolt in- 
spectors on the platform in connection with the Essex loadings. I 
have personally overseen our recent investigation into that allega- 
tion. We have sought to gather evidence on a global scale and are 
in the process of evaluating the evidence we have been able to ob- 
tain. 

In addition, I have cooperated with this Subcommittee and have 
kept it fully informed of everything that we have been able to do 
on this investigation and we look forward to continuing to do so. 
I understand that the Subcommittee has obtained additional docu- 
ments from Iraq relating to this allegation and that these docu- 
ments will be placed in the record today. Saybolt will review these 
documents very carefully. Saybolt does not take allegations of brib- 
ery of company employees lightly. If there is any credible evidence 
to support the allegation, Saybolt will take appropriate disciplinary 
action. 

The other point of clarification should be made as it relates to 
the scope of our duties as a U.N. inspector. As I have mentioned, 
our inspectors worked at two locations, the Ceyhan-Zakho pipeline 
between Iraq and Turkey, and the Mina AI-Bakr loading platform 
in Southern Iraq. Saybolt’s mandate was not to inspect all of Iraq 
oil exports, nor was it to act as a police force. We were not tasked 
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with monitoring exports of oil by Iraq from all locations other than 
the two I just mentioned. Nonetheless, when we became aware of 
instances of exports outside of the Oil-for-Food Program, we alerted 
authorities. 

For example, in November 2000, Saybolt informed the United 
Nations of rumors that the pipeline to Syria had been put into op- 
eration. In March 2001, Saybolt informed the United Nations of in- 
formation indicating that there was smuggling into Turkey via 
tankers, avoiding the Iraq-Turkey pipeline at which our inspectors 
were stationed. In addition, we informed both the United Nations 
and the MIF about illegal loadings that we understood were taking 
place at Khor A1 Amaya, a terminal about ten kilometers to the 
north of Mina Al-Bakr. 

Finally, I would like to clarify how our contract with the United 
Nations for inspecting oil exports was priced. As you know, last 
month, the IIC released an audit report on the management of the 
Saybolt inspection contract. In its annex to the briefing paper, the 
lie summarized certain conclusions from that report. What the IIC 
did not mention or take into account was that the U.N. Office of 
Iraq Program, the OIP, and Saybolt had informed the auditors that 
several of their conclusions were based on a misunderstanding of 
the nature of Saybolt’s contract with the United Nations. 

Specifically, auditors in the U.N. office had misunderstood the 
contract as a cost-plus contract rather than a fixed-price contract. 
In fact, the price of the contract was fixed on a per man, per day 
rate. In negotiating this rate, Saybolt assumed 

Senator Coleman. Mr. Denson, could you sum up? You are about 
4 minutes over, and I am trying to let you say everything you need 
to say 

Mr. Denson. Sorry. 

Senator Coleman [continuing]. But if you can please sum up, 
and we will submit that statement for the record. 

Mr. Denson. All right. We have produced to the Subcommittee 
documents regarding the audit and the correspondence following 
the audit and we would encourage their release as other things are 
being put in the public record. 

Let me close by saying that Saybolt has been in close contact 
with the Subcommittee staff through this investigation, has worked 
hard to be responsive to all requests by the Subcommittee, and we 
will continue to do so. I hope the Subcommittee has found the in- 
formation Saybolt has provided useful, and again, I thank you for 
the opportunity to testify and I would be happy to respond to any 
questions you may have. 

Senator Coleman. Thank you, Mr. Denson. 

I would note, we are going to do 8-minute rounds of questions to 
start, and I would presume we are going to have more than one 
round. 

I would note that Saybolt has been very cooperative with the 
Subcommittee and we do appreciate that. 

You indicated that you informed the United Nations in Novem- 
ber 2000 about the pipeline into Syria. Do you know if any action 
was taken on that issue? 

Mr. Denson. As far as we know, no action was taken. 
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Senator Coleman. And you also informed the United Nations in 
March 2001 about the smuggling into Turkey. Do you know if any 
action was taken on that? 

Mr. Denson. As far as we know, no action was taken. 

Senator Coleman. Do you know whether Mr. Sevan’s office ever 
inspected your oil monitoring activities in Iraq? 

Mr. Denson. You mean other than the audits, Senator? 

Senator Coleman. Yes. 

Mr. Denson. Mr. Sevan’s office, I don’t think, physically in- 
spected our operations in Iraq. 

Senator Coleman. Let me just, for the record, in my opening 
statement, we talked about an Armando Carlos Oliveira, who our 
records indicate was a Saybolt employee in Iraq under the Oil-for- 
Food Program. Can you confirm that he was, in fact, a Saybolt em- 
ployee? 

Mr. Denson. He was, in fact, a Saybolt employee. 

Senator Coleman. One other issue for now, Mr. Denson. In 
Charles Duelfer’s report, the name Saybolt appears as a recipient 
of an oil allocation Phase 12, though it says no oil was ever lifted. 
Would you confirm under oath that Saybolt never requested or re- 
ceived any allocation of Iraqi crude oil? 

Mr. Denson. Absolutely. Saybolt did not request and did not re- 
ceive an oil allocation and we have no idea how our name ended 
up on that list. 

Senator Coleman. I wonder if we could put Exhibit 52, ^ Senator 
Levin’s exhibit, actually, it is the picture, it is right back there. I 
would ask Mr. Ventham, since you were on the ground, just looking 
at the picture of trucks that were lined up, is that a site that you 
are familiar with? 

Mr. Ventham. Yes. 

Senator Coleman. Now just to make it clear, you were focused 
on what we call 986 goods? 

Mr. Ventham. That is correct, yes. 

Senator Coleman. Can you explain the difference between 986 
goods and other goods? 

Mr. Ventham. Well, basically, we were only told to inspect goods 
that complied with the U.N. Security Council Resolution 986. Any- 
thing else, we weren’t interested in talking about. 

Senator Coleman. So if someone had papers but the papers 
weren’t relating to 986, those trucks would just go through? 

Mr. Ventham. As far as I was concerned, yes. 

Senator Coleman. And we are talking about — could you give me 
an estimate of the number of trucks that passed through Al-Waleed 
border station during the week you spent there prior to Operation 
Iraqi Freedom? 

Mr. Ventham. I saw approximately 400 to 500 trucks, I think it 
was. 

Senator Coleman. And how many of those trucks were 986 
trucks that you inspected? 

Mr. Ventham. I inspected three. 

Senator Coleman. Three? 

Mr. Ventham. Three. 


^See Exhibit No. 52 appears in the Appendix on page 427. 
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Senator Coleman. Thank you. I wonder if we can turn to Mr. 
Massey. I want to focus a little bit on Kojo Annan and the filing 
of reports. We interviewed one of your former employees, Michael 
Wilson. I think, in fact, he is currently one of your consultants. Do 
you know Mr. Wilson? 

Mr. Massey. Yes. 

Senator Coleman. At least he indicated to us it was standard 
practice for Cotecna employees to write trip reports detailing what 
was accomplished on a particular trip, is that correct? 

Mr. Massey. This is correct. 

Senator Coleman. We were not supplied with any trip report for 
the time, apparently there were 15 days that Mr. Annan was in 
New York for the General Assembly. Do we have Exhibit 19? ^ I be- 
lieve on that exhibit, he is submitting a request for consultancy ex- 
penses, 15 days in New York, for work for the General Assembly 
and various meetings relating to other special projects. Do you 
have any trip report for those 15 days? 

Mr. Massey. We haven’t found any trip report. We looked into 
our files. We also looked into the archives in Lagos, where he was 
residing at that time, to see whether there was any trip report. We 
haven’t found any. 

Senator Coleman. So in spite of the fact that you have a practice 
and procedure that calls for trip reports, for this, for what he is 
being reimbursed for for 15 days in New York, the General Assem- 
bly, you have no documentation of what he did during that period 
of time? 

Mr. Massey. No, and it may very well be that he hasn’t written 
any trip reports. What may have happened is that soon after the 
General Assembly meeting, which was attended by himself and Mr. 
Pierre Mouselli, we met again, he and I, in Washington, early Octo- 
ber, I think, on the occasion of the IMF World Bank annual meet- 
ing. Maybe we have discussed his meetings that he had had during 
the General Assembly. So that may explain why we haven’t found 
any original reports. This is the only explanation that we can come 
up with to explain the lack of reports in our archives. 

Senator Coleman. Mr. Pruniaux, I believe the Subcommittee re- 
quested Exhibit 20.2 Can you put Exhibit 20 up there, please? Ex- 
hibit 20 is a letter from you, Mr. Pruniaux, dated December 4. The 
original one was produced on August 28 to the Subcommittee, and 
in that, I believe, there are actually two documents. We have an 
original document received August 20, and then as we were going 
through our investigation, we asked for some other documents, and 
the document refers to, “I refer to our telephone conversation of 
Friday, 1 December 1995. Attached is Mr. Annan’s CV.” 

We also then got another copy of that document with a series of 
papers just a little while ago, on December 22, 2004. It appears 
that the original document that was sent to us in August, there is 
information that is redacted. In other words, what we got in our 
first request in August there is apparently no reference to the 
“P.S.” that is apparently in the original document. It was supplied 


^See Exhibit No. 19 appears in the Appendix on page 276. 
2 See Exhibit No. 20 appears in the Appendix on page 277. 
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to us in December of this year. As a “(P.S.: Attached is also copy 
of a recent article in newsweek on Kojo’s father, Kofi Annan).” 

Can you explain to me why the document that was originally 
sent to the Subcommittee in August had that information redacted? 

Mr. Pruniaux. No. I recognize my own document, the one I pro- 
duced on the 4th of December 1995, and the other one which comes 
from the files in Lagos. 

Senator Coleman. Do you recall whether the — I am trying to un- 
derstand why a document that was submitted to this Subcommittee 
in August has information that was apparently redacted from what 
was the original. The original document made specific reference to 
Secretary-General Annan. 

Mr. Pruniaux. Yes. There is no evidence that it was redacted 
again, but I can recognize the writing of Mr. Bunnetta, who was 
the Chief Liaison Officer in Lagos at that time. 

Senator Coleman. I am deeply concerned, Mr. Pruniaux, that 
the documents that we received in August apparently had informa- 
tion that was removed. Can you shed any light on how that was 
removed or why it was removed or why that reference was not seen 
on the copy that was presented to this Subcommittee? 

Mr. Pruniaux. It was not removed. 

Senator Coleman. Well, apparently it was removed. I mean, the 
documents that we got on August 28 do not have that reference, 
and I am just trying to understand how that occurred, who would 
have been responsible, who might have taken that action. You have 
no information? 

And I turn to Mr. Massey about this. There are no public ref- 
erences. When you were negotiating working with the United Na- 
tions, talking to the United Nations about the contract on Decem- 
ber 28, was there any discussion with U.N. officials about the fact 
that the Secretary-General’s son had a relationship with Cotecna? 

Mr. Massey. Never, ever. Absolutely, 100 percent affirmative. 
We never mentioned the fact that Mr. Annan, Kojo Annan, worked 
for us at that time. 

Senator Coleman. If we can go to Exhibit 21?^ Exhibit 21 is a 
memorandum from Michael Wilson, again, who worked for Cotecna 
and is presently a consultant, and I believe Exhibit 21, Mr. Wil- 
son’s memo indicates that in December 1998, Cotecna believed it 
had to win the approval of Benon Sevan, Kofi Annan, and the 661 
Committee. Can you tell me, were there any efforts made to ap- 
proach either Mr. Sevan or Mr. Annan about the Cotecna contract? 

Mr. Massey. Never. 

Senator Coleman. In the Wilson memo, I believe it talks about 
Cotecna had the active backing of the Swiss mission as well as 
there was quiet lobbying within diplomatic circles in New York. 
Can you explain what quiet lobbying was done within diplomatic 
circles in New York? 

Mr. Massey. That was an initiative that Mr. Wilson took and I 
was not informed of the details of the people he met, but he re- 
ported to us that he had met several people that could have a say 
or could be — could help us in promoting the name and the project 
that we were presenting. 


^See Exhibit No. 21 appears in the Appendix on page 278. 
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Senator Coleman. Exhibit 18, ^ just one more series of questions 
for you, Mr. Massey. This is a memo from Kojo Annan to yourself, 
and in that memo, and I discussed it in my opening statement, it 
says, “As discussed with you Sunday, PM and myself put in place 
a ‘machinery’ which will be centered in New York that will facili- 
tate the continuation of contacts established and assist in devel- 
oping new contacts for the future. This ‘machinery,’ due to its glob- 
al nature and its longevity, is as important overall as any other 
contacts made. For certain reasons, PM was integral to creating 
the aforementioned structure.” Can you tell me what this machin- 
ery was? 

Mr. Massey. I am sorry to say, but this is a bit of a mystery to 
us, also. I remember that Kojo tried to elaborate on a system that 
he could develop in New York to have access to different ambas- 
sadors of different countries where we had a specific interest in 
promoting our abilities, mainly African countries. 

I think there is also another aspect that needs to be taken into 
consideration. We are in September here in 1998 and we are 6 or 
7 months down the line with this consultancy agreement. Kojo had 
gone already to the NAM Summit, the Non-Aligned Movement 
Summit, and very little achievement, very little results, had come 
out of his different missions and visits. But the main project had 
given him to really focus on was the Nigerian project, which has 
been and still is one of the most important projects for Cotecna. 

Senator Coleman. Now, this is December 1998. This is a few 
months before Cotecna gets the contract for the Oil-for-Food Pro- 
gram. That was in December 1998 

Mr. Massey. Yes, but this has nothing to do with the U.N. Oil- 
for-Food Program. I am trying to explain to you what is this ma- 
chinery about and the way he put it to us. I think in August 1998, 
the Nigerian administration changed because the then-president 
died. So suddenly, you find a new Nigerian administration. We had 
lost a contract a year before in Nigeria. For us, it was an oppor- 
tunity to reopen doors with the newly formed or caretaker govern- 
ment in Nigeria, the Nigerian administration. 

The fact that you see the letters mention PM, this PM stands for 
Pierre Mouselli, who is the Lebanese origin, but based in Nigeria 
and Lagos, I think. They were introduced and I won’t say they 
were close friends, but a business relation to Kojo Annan. I had 
agreed for Kojo to work together with Pierre Mouselli to try to es- 
tablish a relation with the newly-formed government. 

Now, Kojo, I think, reading this document, is trying to convince 
me that he has a good idea on how to penetrate the different gov- 
ernments through the ambassadors or through the missions in New 
York thanks to his relations and so on and so forth. This is what 
I perceived when reading this document. 

Senator Coleman. I know my time is up and I am going to turn 
to my Ranking Member, Senator Levin. The memo does talk about 
global nature? 

Mr. Massey. Yes, global nature in the sense of having different 
approaches to different contracts and countries. But just to finish 
my statement, Kojo was a very young man at that time. He was 


2 See Exhibit No. 18 appears in the Appendix on page 275. 
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trying to prove himself. We were disputing — I was disputing him, 
the type of fees he was charging us with and he was trying to prove 
to me that he was, if not already yet now, soon to become efficient 
in trying to reach out to contacts and make his effort efficient. 

Senator Coleman. How old is he at this time? 

Mr. Massey. Maybe late 20’s — 28, 27, something like that. 

Senator Coleman. Senator Levin. 

Senator Levin. Thank you, Mr. Chairman. 

Just on the questions, some additional questions related to Kojo 
Annan. When did you hire him? 

Mr. Massey. OK. When looking at the file, what we saw is, I 
think — I will turn to Andre Pruniaux because he was the one to 
really hire and he has a better memory than I do. 

Mr. Pruniaux. Yes. Kojo was graduated in the U.K and he ap- 
proached our company in London. He was looking for training in 
1995 and it was — the first person in Geneva who heard of him was 
my colleague who was in charge of the London office. When he saw 
the background of the gentleman and that he was African, he 
spoke several languages, he immediately turned to me and said, 
“Andre, are you interested?” and I said, “Why not. Let him come 
to Geneva.” I have always been looking for young Africans who 
could take over the positions of chiefs of our offices in Africa. 

He came to Geneva. I interviewed him. He spoke English, 
French, and a couple of local languages. I said, let us not hire him 
for a junior position in London just for summer. Let us train him, 
and this we did. Sometimes that irritated even the General Man- 
ager of the British company. 

He got 2 months training, after which he was sent to Nigeria at 
the end of the year because he had the capacity and the back- 
ground to be of assistance in Lagos. 

Senator Levin. And he was hired in 1995? 

Mr. Pruniaux. Ninety-five, yes. 

Senator Levin. And was his father the Secretary-General at that 
time? 

Mr. Pruniaux. No. 

Senator Levin. Now, I think that Cotecna bid on a contract in 
1998, and I want to just make clear that I think I heard your an- 
swer to the Chairman’s question, but I want to make sure that I 
am clear on this. Did anyone at Cotecna talk to Kofi Annan about 
that contract during the negotiations of that contract? 

Mr. Pruniaux. Never. 

Mr. Massey. Never. 

Senator Levin. Not just you, but as far as you know, nobody at 
Cotecna? 

Mr. Pruniaux. Nobody. 

Mr. Massey. Nobody. 

Senator Levin. Did the Secretary-General have any role, as far 
as you know, in the selection of a company to authenticate the 
goods that were going into Iraq? 

Mr. Massey. I don’t believe so, no. 

Senator Levin. Exhibit 18 ^ is the memo that the Chairman re- 
ferred to as the memo from Kojo Annan to you, Mr. Massey, and 


^See Exhibit No. 18 appears in the Appendix on page 275. 
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you have referred to it already, but is this where he is giving you 
a country-by-country breakdown of, what, his efforts on behalf of 
the company? 

Mr. Massey. Correct. 

Senator Levin. So he made efforts in Mozambique, Tanzania, 
Uganda, Malawi, Zimbabwe. Is that the entire document, or is that 
page 

Mr. Massey. It is the second page, I think. 

Senator Levin. This is the only page? 

Mr. Massey. No. There is a second page, I believe. 

Senator Levin. There is an additional page, as far as you know? 
So there may be additional countries? 

Mr. Massey. Yes, I think 

Senator Levin. He was working on behalf of the company? 

Mr. Massey. No. What happened is that when — OK. The main 
goal of — the main objective of Kojo Annan during this consultancy 
agreement with us in 1998 was to get us back in Nigeria. That was 
the very first top priority, I think. 

Senator Levin. All right. 

Mr. Massey. The second job was to also help us in strengthening 
our presence in Ghana, because as you know, Kojo Annan is a dual 
national, Ghanaian and Nigerian. But we also used this young man 
to represent the company in different seminars and meetings, and 
this is an example of one of the meetings he had attended in Dur- 
ban and the Non-Aligned Movement Summit. 

Senator Levin. So that was not his primary responsibility. Nige- 
ria was the main effort 

Mr. Massey. Absolutely. 

Senator Levin [continuing.] But there were additional things 

Mr. Massey. But what he would do during that few days he 
would spend there would just be to go from one mission to the 
other mission and trying to introduce himself and present the com- 
pany and so on and so forth, and this is a report 

Senator Levin. I understand. Thank you. 

Mr. Denson, the employee of Saybolt that has been referred to 
already, is it Mr. Oliveira, is that his name? 

Mr. Denson. Yes, sir. 

Senator Levin. Does he still work for Saybolt? 

Mr. Denson. He does, pending completion of our investigation, 
which is ongoing, and with the information that the Subcommittee 
has now made public, we will revisit his situation at that time. 

Senator Levin. Now, that information of the Subcommittee, you 
have that information? Has that been given to you before today, 
or 

Mr. Denson. We have seen 

Senator Levin. You have seen that before today? 

Mr. Denson. We have seen bits and pieces of it, but this is the 
first time we have had this type of access to it. 

Senator Levin. And so you are saying that you are going to get 
back to the Subcommittee based on what is in those documents 
that you have seen the full documents for the first time today? 

Mr. Denson. Absolutely. We, in fact, have already talked to the 
Subcommittee staff about how closely we can cooperate in con- 
ducting the rest of our investigation 



34 


Senator Levin. The Chairman has made reference to your co- 
operation and it is appreciated, I know, by all of us as well as by 
our staffs. It has been very good on your behalf, and I think the 
same thing is true, may I say, for our other witnesses here today. 
Mr. Chairman, I perhaps shouldn’t say that. That would be up to 
you to make an assessment on, but I think our witnesses have all 
cooperated with us and the staff today. 

Is there any other instance that you know of besides this one 
where there is any allegation of a bribe brought to your attention? 

Mr. Denson. In connection with the Oil-for-Food Program? 

Senator Levin. Yes. 

Mr. Denson. No, sir. 

Senator Levin. So this is the only one that you know of so far? 

Mr. Denson. That is correct. 

Senator Levin. OK. Mr. Pruniaux, I would like to talk to you, or 
someone who I think is maybe with you today, if you are unable 
to answer these questions about the trucks, and I wonder if we 
could get the pictures of those trucks up there again. i These are 
oil trucks. These are oil trucks which are taking Iraqi oil to Turkey 
outside of the Oil-for-Food Program. All oil that was supposed to 
be sold was supposed to be sold inside the Oil-for-Food Program so 
the proceeds would go to buy humanitarian goods for the Iraqi peo- 
ple. But at least with three countries, and probably four, all the 
countries closed their eyes, including us, to massive sales of oil by 
Saddam Hussein to Turkey, to Jordan, to Syria, and slight sales to 
Egypt. 

Did you personally see those lines of oil trucks leaving Iraq for 
Turkey? 

Mr. Pruniaux. Oh, yes. I came to Iraq for the first time in early 
January 1999, just before the start of our contract, and to enter 
into Iraq, you had to go through Amman and get the visas from 
the Iraqi embassy in Amman, and then you had to drive all the 
way. There was only one way for inspectors, other persons, to enter 
Iraq. It was to drive from Amman to Baghdad or other places. 

Senator Levin. I just want to, because of the time limits, I just 
want to ask you, did you personally see these lines of trucks 

Mr. Pruniaux. Oh, yes. 

Senator Levin [continuing.] Leaving Iraq for Turkey outside of 
the Oil-for-Food Program? 

Mr. Pruniaux. Absolutely. 

Senator Levin. It was common knowledge. Now, my last ques- 
tion. Mr. Kulyk, you made an assessment, I believe, in your testi- 
mony that in your judgment, the Oil-for-Food Program worked well 
and I would like to ask you to amplify that statement. 

Mr. Kulyk. I think it is important 

Senator Levin. In spite of all the difficulties and so forth, why 
did you reach that conclusion? 

Mr. Kulyk. Of course. Senator Levin. I think it is important to 
bring our thinking back to the fact that the Oil-for-Food Program 
was a humanitarian effort. It was not intended to be nor was it 
viewed, in my opinion as someone who had worked in a sanctions 
environment, as a sanctions mission. It was in no way an effort to 


^See Exhibit No. 52 appears in the Appendix on page 427. 
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control the movement of goods outside of the 986 program. So au- 
thentication is not sanctions monitoring. I think that needs to he 
said. 

So within that context, whether or not the Oil-for-Food Program 
met its goals and objectives, I think it did. The goals and objectives 
were to provide humanitarian relief, and on my visits to Iraq — I 
made three such visits — I did see improvements in terms of quality 
of life, improvements in the availability of goods, improvements in 
terms of food and nutrition, and also improvements in two different 
industries, whether it was the electrical sector or the oil sector. 
These did happen. 

There were introductions through the 986 program of these goods 
into Iraq and that was essentially the mandate of the 986 program, 
not to control sanctions. None of the independent inspection agen- 
cies, whether it was Lloyd’s or Cotecna, were tasked or responsible 
or authorized to monitor sanctions. We were aware of it. I saw it 
personally myself from my visits as well, and it was reported as 
asides and in mission reports to the 661 Committee. 

Senator Levin. All right. On that line of questioning 

Senator Domenici. Senator Levin, could I just ask a question? 

Senator Levin. Of course. 

Senator Domenici. What does it mean to monitor sanctions? 

Mr. Kulyk. That is a good question. Perhaps the best way I can 
answer that is to give you a little bit of an idea of what I did in 
the Balkans as a sanctions monitor. 

Senator Domenici. Thank you. I just wanted the Chairman not 
to charge this against Senator Levin’s time. 

Senator Levin. I am over my time. 

Senator Coleman. You may answer the question. 

Senator Domenici. Mr. Chairman, thank you. 

Senator Levin. Thank you. Senator Domenici. 

Mr. Kulyk. In my experience in my role, and I will speak about 
my time in the Balkans during the early years, 1993 and 1994, as 
a sanctions monitor, there were resolutions in place that indicated 
that sanctions were to be imposed upon Serbia and the former 
Yugoslavian Republic, and in those missions, actually, customs offi- 
cers participated and had a presence at the border, customs officers 
who looked at the passage of goods across the borders with a ref- 
erence to what was considered to be acceptable as humanitarian re- 
lief. And when we saw things which were not considered to be 
within the humanitarian scope of the relief crossing the border, 
those occurrences were identified and reported to the United Na- 
tions as a sanction. 

No such monitoring took place in respect of the Oil-for-Food Pro- 
gram. Oil-for-Food was a humanitarian effort. It was not a sanc- 
tions enforcement regime. 

Senator Coleman. Senator Levin. 

Senator Levin. Thank you. You made reference in your prepared 
testimony to Cotecna’s, “demonstrated outstanding performance.” 
You also said that Cotecna had been a very dependable contractor 
under difficult circumstances and often did more than they were 
contractually obligated upon request from you, or your office. 

Mr. Kulyk. Yes, sir. 

Senator Levin. Is that correct? Is that your testimony? 
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Mr. Kulyk. Yes, it is. 

Senator Levin. Thank you, Mr. Chairman. 

Senator Coleman. Senator Domenici. 

Senator Domenici. Mr. Chairman, I just have one line of ques- 
tioning. I am interested in finding out from the two of you as con- 
sultants what your job did and didn’t include. As I understand it, 
the authority that you had did not permit you or charge you with 
determining if there was any price manipulation that was occur- 
ring, is that correct? 

Mr. Pruniaux. Absolutely. 

Senator Domenici. So we have a consulting firm that on the sur- 
face is supposed to determine that the transactions were honest 
and the pricing and all other things were above board and were 
visible. That was your job. But as to manipulation, you were not 
given that authority. 

Mr. Pruniaux. With due respect, it is not exactly like that that 
I would phrase the 

Senator Domenici. Phrase it as you would like. 

Mr. Pruniaux. OK. In 1996, the Security Council decided that 
the price verification — the verification of price would be done by 
UNOIP. 

Senator Domenici. By who? 

Mr. Pruniaux. By UNOIP, by the United Nations itself. 

Senator Domenici. Yes. 

Mr. Pruniaux. This is what Mr. Kulyk explained. And it was not 
the duty of the independent inspectors, who had been hired for 
other things, to look into the valuation of the goods presented to 
them. 

Senator Domenici. So as I understand it, there were similar con- 
sulting agreements in the region that had the authority to deter- 
mine whether or not there was price manipulation. I understand 
that is correct. In fact, wasn’t the first proposal submitted, didn’t 
it include as part of a task the authority to determine price manip- 
ulation? 

Mr. Pruniaux. The very first proposal you mentioned referred to 
1992. At that time, the tender, the technical — the scope of work 
covered by the tender clearly indicated pre-shipment inspection and 
price verification, but that proposal and that contract that Cotecna 
was selected, but the contract was never signed, as explained be- 
fore. 

Senator Domenici. I understand. 

Mr. Pruniaux. By 1996, the scope of the contract was of — the 
tender was totally different. As I said, the United Nations decided 
to keep for itself at the UNOIP level the price verification but to 
select independent inspectors, independent meaning also that these 
inspectors would not be permitted to do commercial inspections. A 
commercial inspection is an inspection that a supplier and an im- 
porter would agree on so that before shipment, the quality of the 
goods or the quality of the goods would be clearly specified and 
that upon arrival, there would be discrepancies, commercial dis- 
crepancies, then the receiver would act against the supplier. That 
was — that is a commercial inspection. And we, as independent in- 
spectors, we were strictly forbidden from entering into this. 
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Senator Domenici. But the United Nations decided that you 
wouldn’t do it but somebody else would? 

Mr. Pruniaux. Well, you have to realize that for the contracts, 
the Iraqis were sovereign. They could select — as long as the goods 
were in the — were acceptable 

Senator Domenici. I understand. 

Mr. Pruniaux [continuing.] They could select whatever supplier 
they wanted in any acceptable country. It was — we recommended 
very often, and I know UNOIP also at the highest level repeatedly 
told the Iraqi authorities that in order to reduce the amount of dis- 
putes on commercial grounds, they should appoint professional in- 
spection companies to inspect before shipment and possibly match 
the inspections upon arrival of the goods in Iraq. 

Senator Domenici. So if you repeatedly suggested that to them, 
that indicates that 

Mr. Pruniaux. The Iraqis did not. 

Senator Domenici [continuing.] The Iraqis did not do that. 

Mr. Pruniaux. No. 

Senator Domenici. So there is a vacuum as to who would do 
that, or if it was done at all. 

Mr. Pruniaux. Yes. That was more a commercial dispute, as I 
said, than 

Senator Domenici. Couldn’t that be, if — I am not suggesting that 
you know it was, but wouldn’t that be an easy way, if somebody 
intended, wouldn’t that be an easy way to arrive at conclusions 
that would lead to some manipulation for the benefit of a people 
or institution that were not intended to benefit? It could happen, 
couldn’t it? 

Mr. Pruniaux. Manipulations might not be the right word. In my 
opinion 

Senator Domenici. Well, why did you suggest that it should be 
done? What was the reason? 

Mr. Pruniaux. Because this is normal practice when you do 

Senator Domenici. Why is it the normal practice? It isn’t the 
normal practice just to do it 

Mr. Pruniaux. Well, you have to pay for that. Maybe the Iraqis 
did not want to pay for the commercial inspections by another in- 
spection company. 

Senator Domenici. But are they useless? 

Mr. Pruniaux. No, they are not useless, but it is the privilege 
of the importer to decide to appoint or not to appoint. 

Senator Domenici. I understand. 

Mr. Pruniaux. I believe that — they did that on a lot of ship- 
ments, but on certain shipments, they did not do that. I am talking 
of the Iraqis. That would give them some leverage on the suppliers, 
you see, from — but maybe not manipulations of prices, but just to 
put some pressure on them to get some incentives upon arrival of 
the goods in Iraq. You claim that you have a commercial dispute, 
whether it is true or not is to be confirmed, and you put pressure 
on the supplier. 

Senator Domenici. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. We are going to do a 5-minute fol- 
low-up round, and I have a lot more questions, but we have other 
panels. 
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First, to Mr. Massey and Mr. Pruniaux, you have indicated in re- 
sponse to Senator Levin’s questions that the Secretary-General did 
not have any role in selecting the Cotecna contract? 

Mr. Pruniaux. Yes. 

Senator Coleman. If I refer you to Exhibit 21 , which is Michael 
Wilson’s memorandum to Cotecna, this is dated December 4, 1998. ^ 
This is shortly before you were awarded the contract, and I note 
that Mr. Massey and Mr. Pruniaux are both individuals who re- 
ceived a copy of this. In that memo on the “next stages,” the very 
end, Mr. Wilson says, “The current contract with Lloyd’s ends in 
December 1998. The OIP would make its recommendations to the 
Procurement Division within days to enable them to present it to 
the U.N. Contracts Committee after approval has been obtained 
from B. Sevan and the SC.” I take it SC relates to the Secretary- 
General? 

Mr. Massey. This is his own statement, but I don’t think that 
that was the case. I think the contract was being negotiated with 
the Procurement Division and we don’t know exactly at which level 
the contract was being eventually awarded, but we have never 
imagined that the contract would have gone as high as the SC of- 
fice itself. 

Senator Coleman. My concern is, first of all, this memo was sent 
to you. Did you receive it? 

Mr. Massey. Right. Yes. 

Senator Coleman. And did you ever correct Mr. Wilson in saying 
the Secretary-General has no role in this? 

Mr. Pruniaux. But Mr. Chairman, with due respect, the way I 
read it — maybe I misunderstood your question. It does not say that 
he has got to talk to the Secretary-General. He is just explaining 
the machinery for contract approval at the level of the United Na- 
tions. In fact, this is wrong. I believe that the Secretary-General 
has no word to say in the awarding of such a contract. It goes to 
the Contract Committee. 

Senator Coleman. But Mr. Wilson was under the impression 
that the Secretary-General had an approval role, is that correct? 

Mr. Pruniaux. Yes, which is not true. 

Senator Coleman. But he was under the impression, and he sent 
this to you. 

Mr. Massey. This is what he wrote, right. 

Senator Coleman. Let me also ask you, and my concern is that 
you have a 23-year-old kid — that is, I believe, how old Kojo was — 
in 1998. He is submitting to you in October 1998, submitting out- 
standing consultancy expenses 2 months before you get the con- 
tract. He is getting $500 a day. 

Mr. Massey. Right. 

Senator Coleman. He spends 15 days at the General Assembly, 
of which you have no reports of what he talked about, nothing in 
writing. 

Mr. Massey. We haven’t found any report, no. 

Senator Coleman. And yet at this point in time, you are negoti- 
ating a contract with the United Nations of which your own con- 
sultant says it needs the approval of “B. Sevan” and Secretary-Gen- 


^See Exhibit No. 21 appears in the Appendix on page 278. 
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eral, and you are saying that you never mentioned his employment 
to anybody in the United Nations. 

Mr. Massey. Absolutely true. 

Mr. Pruniaux. But he was 28 in 1998. 

Senator Coleman. I will check the record on that. I will stand 
corrected if that is the case. 

Mr. Kulyk, by the way, and I appreciate your kind words about 
Cotecna, do you work for Cotecna right now? 

Mr. Kulyk. Yes, I do. That is mentioned in my tendered written 
statement. 

Senator Coleman. I just want to clarify that for the record. You 
are presently employed by Cotecna? 

Mr. Kulyk. Yes, I am. 

Senator Coleman. Did you have any concerns about member 
states putting pressure on inspectors at the time you were working 
for the OIP Program? 

Mr. Kulyk. Concerns or experiences? I think I witnessed some 
experiences. 

Senator Coleman. Could we get Exhibit 48?^ One of them in- 
volved a Chinese contract for diesel dredges worth about $12 mil- 
lion? Can you look at Exhibit 48. Does this look like the Chinese 
contract you were dealing with, and can you tell me the events and 
circumstances surrounding it? 

Mr. Kulyk. Mr. Chairman, it appears to be familiar to me. 

Senator Coleman. Were you reviewing this contract? 

Mr. Kulyk. Initially, I did. If this is the one that, in fact, turns 
out to be the one, I did have some impact in terms of reviewing 
the contract. 

Senator Coleman. Now, did you get a fax stating that — that ap- 
peared on your desk — the contract was fraudulent, was for used 
road graders and various people getting kickbacks? 

Mr. Kulyk. Yes, I recall that. 

Senator Coleman. And can you tell us what happened with that 
fax and the circumstances surrounding it? 

Mr. Kulyk. I can tell you the circumstances at the time. I don’t 
know where the fax is. It does not appear to be in this package. 
But in essence, Mr. Chairman, the circumstances were that this 
contract appeared on my desk. It was early in the contract review 
phase. There was nothing initially unusual about it. At some point 
in time, perhaps a couple of days later, an anonymous fax came 
through relating specifically to this contract. My recollection is that 
it was sufficiently specific to draw attention to the fact that it was 
this particular contract. 

It’s been 4 years since I have left OIP, so I am working from 
memory. My recollection is that there were allegations with respect 
to the fact that the road graders were, in fact, not new, they were 
used and refurbished, and also my recollection is that there were 
suggestions that the contract was, in fact, I guess we can call it put 
up. It was a false contract with false valuations and that there 
would be, upon payment, that the proceeds from this contract 
would be shared amongst a number of different parties. 


^See Exhibit No. 48 appears in the Appendix on page 378. 
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When that fax came to my desk, I took it to my Chief Customs 
Expert, Jeremy Owen. We discussed it in the office amongst a 
number of the customs officers. I think at that time we were about 
five or six customs officers. It was early in the program. I think it 
was late 1998. My recollection is that this contract was resub- 
mitted in 1999 because it was not proceeded with in 1998. 

The discussion essentially was that, well, we should take a look 
at the pricing issues very closely and see what we could dig up. 
The fax was in itself simply an anonymous fax, and as a point of 
law, it had certain weight as evidence, but was not necessarily 
true. But it did raise sufficient concerns that we should have spe- 
cial scrutiny on this. 

The circumstances were that after this discussion, I went back 
to my office and I left the contract on my desk, went outside to 
have a cigarette, came back, and the contract was gone, dis- 
appeared from my desk. I looked for it, came back after lunch, and 
it had reappeared. Being a customs officer, I wanted to know where 
it was during the time it was missing. I went around and I polled 
each of the fax machines in the office and I found a corresponding 
fax to the Chinese mission for the same number of pages that were 
in the fax. I went back with this information to the Chief Customs 
Expert, Mr. Owen, who eventually confronted the Chinese customs 
officer that was working in the program who admitted that he had 
faxed it to the Chinese mission. His explanation was that he didn’t 
want his mission to be involved in any illegal activity. 

Senator Coleman. Do you know if any disciplinary action was 
taken against the individual that was involved? 

Mr. Kulyk. No, not really. 

Senator Coleman. Not really? You don’t know whether it was 
taken or you just don’t 

Mr. Kulyk. Well, I know his duties changed, Mr. Chairman. I 
don’t know whether it was the result of any disciplinary action, but 
I know his duties changed at some point in time to essentially only 
reviewing agency contracts. 

Senator Coleman. And also, just two other follow-up questions. 
A Russian customs officer 

Mr. Kulyk. I think it is fair, Mr. Chairman, to say that every 
customs officer in the program had some contact with their mis- 
sions. This was not in itself unusual. However, it was on some oc- 
casions, and the Russian customs officer who I knew quite well at 
one point in time complained that he had been receiving pressure 
from his mission. I think it is fair to say that many of the missions 
considered what we were working in as more than a humanitarian 
program, I think they considered it as a commercial opportunity. 
So it was a very commercial atmosphere. So, the emphasis was on 
pushing contracts. 

Senator Coleman. Mr. Ventham, just to clarify the testimony re- 
garding Exhibit 52 , that picture may actually have been of oil 
trucks going out, but your testimony is focused on trucks coming 
into Iraq, is that correct? 

Mr. Ventham. That is correct, yes. 

Senator Coleman. And so during the week you were there, how 
many trucks did you see coming into Iraq, bringing goods in? 

Mr. Ventham. About 400 or 500. 
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Senator Coleman. And I presume they weren’t bringing oil. 

Mr. Ventham. No, no different 

Senator Coleman. And you inspected how many of those? 

Mr. Ventham. I inspected three. 

Senator Coleman. Three. And do you have an idea what was in 
those trucks? 

Mr. Ventham. They were fire trucks. Nothing was in them. They 
were actually fire trucks themselves. 

Senator Coleman. Bringing trucks in. What about the other 
hundreds of fire trucks? 

Mr. Ventham. Fire engines. 

Senator Coleman. Fire engines. And the other hundreds of 
trucks, do you have an idea what they were carrying? 

Mr. Ventham. Some were carrying different pieces of wood, pip- 
ing, machinery components, and agricultural equipment. 

Senator Coleman. But because they didn’t have documents relat- 
ing to the specific program that Cotecna was responsible for, they 
simply went into Iraq? 

Mr. Ventham. Well, yes, but there were other shifts working at 
the same time. They may have been processed through those but 
I didn’t see them. 

Senator Coleman. Mr. Pruniaux, do you want to add anything 
to that? 

Mr. Pruniaux. I would be pleased to introduce the contract man- 
ager who worked for us 5 years in Iraq and he was based in 
Amman. Before that, he was the Team Leader in Trebil, to explain 
in practical words what happened at the border when the trucks 
would arrive and those which would come to Cotecna to be authen- 
ticated. 

Senator Coleman. We need the witness to be sworn. 

Please raise your right hand. Do you swear the testimony you 
will give before the Subcommittee is the truth, the whole truth, 
and nothing but the truth, so help you, God? 

Mr. Radenovic. I do. 

Senator Coleman. Would you please identify yourself? 

TESTIMONY OF MILAN RADENOVIC, CONTRACT MANAGER, 
COTECNA INSPECTION S.A. 

Mr. Radenovic. Mr. Chairman, Ranking Member, distinguished 
Members of the Subcommittee, my name is Milan Radenovic. I 
served most of my time as contract manager, initially in Geneva 
and then in Amman. 

In the very beginning of the program, I was hired by Lloyd’s Reg- 
ister and served for 6 months in Iraq and then was continued with 
Cotecna once the contract was awarded to Cotecna Inspection. 

In regards to the cargo passing through the land borders, I can 
say that Iraqi authorities, Iraqi government exercised its complete 
sovereignty on the borders in terms of customs. To my knowledge, 
there were no other international presence or customs enforcement 
on the borders apart from our mandate, which is absolutely away 
from any customs enforcement or any anti-smuggling reporting 
mandate. 

So on every border crossing — talking about the land borders, we 
had virtually two streams of traffic. One stream of traffic is traffic 
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going straight to Iraq, and only trucks which are voluntarily pre- 
sented to Cotecna team in order that the authentication will he 
condition, triggering payments later on, would stop for the inspec- 
tion at Cotecna office. The proof is that it very often happened that 
some of the truck drivers, especially those who are either new in 
the trucking route, would simply continue in a normal flow towards 
Iraq and then by Iraqi customs would be instructed to divert and 
to come to the parking lot of Cotecna and to present their cargo 
and documents for inspection. 

It means that I leave to your assessment even the qualification 
of the smuggling concept. It was a daylight, normal traffic into 
Iraq, so whoever wanted to — whatever cargo is subject to authen- 
tication by Cotecna has to stop by Cotecna premises. Otherwise, it 
would easily, normally come to Iraq. 

What I normally noticed and what was concern for our inspectors 
traveling to and from Iraq is the frequency of traffic of the oil tank- 
ers. Whatever arrangement might be, either bilateral government 
or whatever, but anyway, as I was always concerned absent the se- 
curity of people on the road, they normally, very often, they had 
to overtake or to be careful driving behind the trucks, especially on 
the route between Amman and Iraqi border. However, in Iraq, the 
truck, the oil trucks, the tankers were directed and they were usu- 
ally driving on the former dual carriage way, which was parallel 
to the highway Trebil, it means the Jordanian border — Baghdad. 

We completely focused on our mandate on the inspection of cargo 
pertaining to 986 program. It means maybe 53, later 59, or 13 per- 
cent. So any other observation or remark on other traffic would be 
outside the mandate or entirely at the internal interest of indi- 
vidual over there, but absolutely there were no mandate and there 
were no requirement to report anything else apart from outlined 
system of reporting, it means authentication and either electronic 
or faxing means of confirming the arrival of cargo in Iraq. 

Senator Coleman. Senator Levin. 

Senator Levin. I just have one other question of Mr. Kulyk. You 
said that you had a favorable impression, or you have a favorable 
impression of Cotecna. And you work for Cotecna now. You also 
said in your testimony that others, I guess of your colleagues at the 
U.N. office, also had a favorable impression of Cotecna at that 
time, is that correct? 

Mr. Kulyk. Yes, I did. I think it is important, first of all, and 
let me state something for the record. I have been asked to come 
and testify in my capacity as the former Deputy Chief Customs Ex- 
pert in the Iraq Program. It is a matter of record in my statement 
that I currently do work for Cotecna. I left the Office of the Iraq 
Program in March 1998. I have never had any input into any 
RFPs, was not involved in any decisionmaking process. And when 
I joined Cotecna, I joined in the capacity of liaison officer in Tan- 
zania. There had been discussion and a decision was taken by 
Cotecna management that I not be involved in any activities re- 
lated to their contract with the Office of the Iraq Program to avoid 
any perceived or real conflict of interest. 

So in my capacity here, I am a former law enforcement officer. 
I am someone that believes in testifying and testifying truthfully 
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under oath. So it is for you to decide whether or not my comments 
or observations bear any weight. 

But I think it is a general impression, sir 

Senator Levin. That was my question. 

Mr. Kulyk [continuing.] That Cotecna’s services — and I would be 
saying the same thing if I was working for SGS or Bureau 
Veritas — it was a general impression that Cotecna, as a service 
provider, was extremely responsive, and the Office of the Iraq Pro- 
gram, whenever they saw a deficiency or needed something done, 
they never had to fight for it. 

An example is, of course, the agency goods, and I don’t want to 
belabor that point, but at some point in time there was a decision 
made that Cotecna, they wanted Cotecna to assist in authen- 
ticating the arrival of agency goods, which I have explained were 
never subject to — it wasn’t a prerequisite for payment. And 
Cotecna, it was outside the scope of their contract and they did it. 

Senator Levin. Thank you, Mr. Chairman. 

Senator Coleman. Thank you. Just one, if I can, a quick follow- 
up. Were you aware of Cotecna’s concerns about staff shortages 
that were presented to OIP? 

Mr. Kulyk. I don’t know if there were specific concerns with re- 
spect to staff shortages. I think there were times early on in the 
process where there may not have been a very clear indication as 
to the expectations that the United Nations had with respect to 
Cotecna’s role and responsibilities and their activities. I think it is 
fair to say, Mr. Chairman, that Cotecna was approaching this au- 
thentication process from a point of commercial inspection, and as 
the program evolved, it became clear that their activities were not 
going to be consistent with a commercial level of inspection. 

Senator Coleman. Just to clarify, and I think it is Exhibit 35. ^ 
I am not sure who wrote that, but maybe Mr. Pruniaux or Mr. 
Massey could, but Cotecna did raise concerns to the United Nations 
saying that our site “staffing does not allow to fulfill our contrac- 
tual responsibilities, and we further believe that these have not 
been comprehensively fulfilled in the past, either.” So you raised 
these to the United Nations. 

Mr. Pruniaux. Yes, we did. 

Senator Coleman. And did the United Nations increase your 
staffing? Did they — particularly, by the way, at Um Qasir, did they 
respond to the concerns there? 

Mr. Pruniaux. Not during the first phase. For the other phases, 
it was a commercial move to get more money from the UN-OIP. 
However, the opinion was that we could handle with the staff that 
had been allocated by contract. 

Senator Coleman. Nothing further. 

Senator Levin. Thank you. 

Senator Coleman. Thank you. This panel is excused. Thank you, 
gentlemen, very much. Very appreciative. Thanks. 

Mr. Massey. Mr. Chairman. 

Senator Coleman. Mr. Massey. 

Mr. Massey. Mr. Chairman, if you would allow me, I would like 
to make a comment and a request. My company has been working 


^See Exhibit No. 35 appears in the Appendix on page 316. 
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with this Subcommittee in a fully cooperative basis since early July 
last year when our counsel first met with you. We have gone to ex- 
treme effort and expense to provide you with every document you 
have asked for and to facilitate interviews with any and all individ- 
uals you have asked to interview, regardless of where we had to 
bring them from around the world. Again, we have been nothing 
but cooperative. 

Last week, our counsel met with your Staff Director and inves- 
tigators and were told that this is a professional proceeding. We 
were told that there would be no surprises, and yet here we sit 
with this surprise witness, a disgruntled former employee who quit 
after he was demoted and was refused a raise. 

Mr. Chairman, in further supporting the fact finding objective of 
this Subcommittee and in light of the decision not to share the de- 
tails of Mr. Ventham’s absurd and unsubstantiated testimony, I 
would respectfully request the opportunity to supplement my writ- 
ten statement with a response to his assertions as well as the pre- 
viously undisclosed document you showed with two versions. 

Senator Coleman. Mr. Massey, the record will remain open and 
I would love to have a further explanation from you as to why this 
Subcommittee received documents that are apparently different 
from the original documents, and I would love to have further ex- 
planation from you as to whether, in fact, there are written docu- 
mentation regarding Kojo Annan’s participation and work at the 
United Nations during the 14 days in question. The record will re- 
main open and we certainly appreciate that. 

And let me say, we do appreciate your cooperation, but this Sub- 
committee has concerns and this Chairman has concerns. And so 
certainly if you have anything additional to add, it will be made 
part of the record. 

Mr. Massey. Thank you. 

Senator Coleman. Thank you. This panel is excused. 

I would now like to welcome our second panel of witnesses. It is 
my pleasure to welcome Joseph A. Christoff, the Director of the 
International Affairs and Trade Team of the Government Account- 
ability Office, GAO; and Stafford Clarry, a former Humanitarian 
Affairs Advisor for the United Nations Oil-for-Food Program. 

I would ask if Dileep Nair is in the Subcommittee hearing room 
today. Noting that he is not here, I would like to note that we in- 
vited U.N. Under-Secretary-General for Internal Oversight Services 
Dileep Nair to testify at this hearing. I am saddened that the 
United Nations did not see fit to allow Mr. Nair to appear today, 
despite assurances from the United Nations that it would cooperate 
closely with our investigation. 

Our research indicates that U.N. witnesses have appeared at no 
less than 64 Congressional hearings in the past, including an ap- 
pearance before this Subcommittee in 1996. We informed the 
United Nations that we would waive the Subcommittee’s customary 
practice of swearing in our witnesses in order to secure the testi- 
mony of Mr. Nair, but that does not seem to have made a dif- 
ference. 

I regret that we will not be afforded the opportunity to discuss 
the audits with Mr. Nair and share his insights. Further, I am 
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deeply troubled when representations of cooperation result in 
empty witness chairs. 

Mr. Christoff and Mr. Clarry, I welcome you to today’s hearing 
and look forward to your views on the U.N.’s management and 
oversight of the Oil-for-Food Program and on the audits of that pro- 
gram. 

Before we begin, pursuant to Rule 6, all witnesses before the 
Subcommittee are required to be sworn in. Will you please raise 
your right hand. 

Do you swear the testimony that you are about to give before 
this Subcommittee is the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. Christoff. I do. 

Mr. Clarry. I do. 

Senator Coleman. Thank you, gentlemen, very much. 

We have a timing system here that I think we are going to try 
to use in this panel. When the amber light goes on, turns from 
green to amber, you have a minute to sum up. Then when the red 
light goes on, your testimony should end. We will submit your writ- 
ten statements for the record. 

We will start with Mr. Christoff, who will go first, followed by 
Mr. Clarry, and then after we have heard all the testimony, we will 
proceed with questions. Mr. Christoff. 

TESTIMONY OF JOSEPH A. CHRISTOFF,! DIRECTOR, INTER- 
NATIONAL AFFAIRS AND TRADE, U.S. GOVERNMENT AC- 
COUNTABILITY OFFICE 

Mr. Christoff. Mr. Chairman, Members of the Subcommittee, 
Senator Levin, thank you. Thank you for inviting GAO to this im- 
portant hearing. 

In January, the Volcker Commission released 58 internal audits 
of the Oil-for-Food Program and I am here today to present our 
analysis of these audits, which were completed by the U.N.’s Office 
of Internal Oversight Services. First, I just wanted to begin with 
a brief history about OIOS. 

Before OIOS was established, the United States and other mem- 
ber nations criticized the United Nations for not having an internal 
audit function. In 1993, the U.S. proposed an Inspector General po- 
sition within the United Nations and withheld funds until that of- 
fice was established. In 1994, the General Assembly created OIOS 
to conduct audits, investigations, and inspections of U.N. programs 
and funds. Its 124 professional staff have access to all U.N. records 
and documents. 

During the Oil-for-Food Program, OIOS generally provided its re- 
ports only to the heads of the agencies it audited. Accordingly, 
member states were not aware of ongoing problems with the pro- 
gram and these problems included flaws in the procurement of con- 
tracts, weak safeguards over financial and fixed assets, and poor 
planning and coordination among U.N. agencies. The audit reports 
focused on projects in Northern Iraq, the U.N. Compensation Com- 
mission, and the inspection contracts, and I would like to highlight 
some of their key findings. 


^The prepared statement of Mr. Christoff appears in the Appendix on page 147. 
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In the North, nine U.N. agencies implemented the Oil-for-Food 
Program. With almost $5 billion, they built houses, schools, health 
clinics, and power stations. The auditors found numerous problems 
with coordination, planning, procurement, and asset management 
in the 26 reports they completed. For example, an audit in 2000 
found that the U.N. Habitat program had no asset inventory sys- 
tem. As a result, materials worth $1.6 million were still on hand 
at the end of a construction project. In November 2002, OIOS re- 
ported that a $38 million procurement of equipment was not based 
on a needs assessment. As a result, 51 generators were unused for 
nearly 2 years. 

OIOS also completed 19 audits of the U.N. Compensation Com- 
mission. The Commission was established to pay for losses result- 
ing from Iraq’s invasion of Kuwait. As of December 2004, the Com- 
mission had resolved nearly 2.6 million claims and paid out almost 
$19 billion. In its audits, OIOS identified duplicate payments, in- 
sufficient evidence to support losses, and inconsistent methods for 
computing the claims. Overall, OIOS documented overpayments of 
more than $500 million in claims. In response, the Commission re- 
duced claims by $3.3 million and the Commission also challenged 
the auditors’ authority to review the claims. 

OIOS also completed audits of contracts the United Nations let 
for the inspection of commodity imports and oil exports. A July 
1999 audit found problems with the U.N.’s oversight of the Lloyd’s 
contract. Lloyd’s was contracted to verify the quantity and quality 
of goods imported into Iraq. However, the United Nations certified 
the Lloyd’s payments without any on-site verification or inspection 
of the contractors’ services. A July 2002 audit found problems with 
the U.N.’s management of Saybolt’s contract. The company was 
contracted to oversee the export of oil from Iraq. The auditors 
found that the United Nations paid $1 million more than necessary 
for equipment already included in the contract. And finally, an 
April 2003 report found that the United Nations had increased 
Cotecna’s contract by $356,000 4 days after the contract was 
signed. The amendment included costs for communications equip- 
ment and operations that the auditors asserted were already in the 
contract. 

Now, let me turn to what the audits did not cover. OIOS did not 
examine certain headquarters functions, particularly the oversight 
of the contracts for Central and Southern Iraq that accounted for 
almost $40 billion in Oil-for-Food proceeds. The Iraqi government 
used these funds to purchase humanitarian goods and collect illicit 
commissions. The Volcker Commission contends that the auditors 
would have uncovered these illicit commissions if they had re- 
viewed the contracts for humanitarian goods. 

However, the Commission also noted several reasons why OIOS 
did not audit these contracts. First, OIOS did not believe it had the 
authority to review the contracts because the Sanctions Committee 
approved them. Second, the head of the Office of the Iraq Program 
steered the auditors toward programs in the field rather than 
headquarters. Third, the auditors’ independence was limited be- 
cause they relied on funds from the audited agency to conduct their 
reviews. And finally, U.N. management prevented the auditors 
from reporting their results directly to the Security Council. 
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Mr. Chairman, that concludes my statement and I am prepared 
to answer any of your questions. 

Senator Coleman. Thank you very much, Mr. Christoff. Mr. 
Clarry. 

TESTIMONY OF STAFFORD CLARRY, i FORMER HUMANITARIAN 

AFFAIRS ADVISOR, UNITED NATIONS OIL-FOR-FOOD PRO- 
GRAM, SYRACUSE, NEW YORK 

Mr. Clarry. Thank you, Mr. Chairman, Senator Levin. Thank 
you for inviting me. I am honored to he here. 

I have been in Iraq since 1991. I was a U.N. liaison officer with 
Operation Provide Comfort and the Kurdish refugee situation, and 
then I followed the refugees back into Iraq and was based in Bagh- 
dad, but I served most of my time in the Kurdistan region. I will 
use the term “Kurdistan region” because Northern Iraq includes 
more than the current Kurdistan region that is separately adminis- 
tered by the Kurdistan regional government. That is my bias and 
that is my focus. 

I am here to help you understand the workings of the program, 
to the extent of my experience and knowledge on the ground in 
Kurdistan. I have been there throughout the 1990’s. I am still 
there. I will go back next week or the week after. 

There is tremendous experience there and tremendous lessons 
that have not been learned. Our experience with the Oil-for-Food 
Program. I am going to try to just focus on what is in my prepared 
remarks and that is the 13 percent account. I think any of us 
would like to know how much money do we have in our personal 
account? How much has been spent, and how much is left over? 

After 7 years of the Oil-for-Food Program, which concluded over 
a year ago, we still do not know, and that is part of my campaign 
and part of my mission, is that we should know and why don’t we 
know. I sugg:est to you that one way of going about investigating 
this, this is just an additional contribution, is that you have two 
sets of transactions, earnings and expenditures. 

I would suggest taking each of the earning transactions and look 
at what you received, what the program received, and what the 
market prices were available at that time, because the under- 
charges are losses. Similarly, look at expenditures and each trans- 
action and compare it to the market prices at that time and you 
will see overcharges. Those are losses. But who suffered those 
losses? Those losses were suffered by the Iraqi people. But who 
caused the losses? 

This is what I believe this investigation and other investigations 
have to get to, because once it is determined how much those losses 
are and who is responsible for those losses, then someone should 
pay, and it is that pinch of penalty and compensation which may 
drive improvement in the way the United Nations goes about its 
business, because many of us have been involved with the United 
Nations over many, many years. I have only been a direct employee 
with the United Nations in Iraq. We are very proud to work with 
the United Nations, but we are unsatisfied with the way the U.N. 


1 The prepared statement of Mr. Clarry with attachments appears in the Appendix on page 
165 . 
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functions and goes about its business and it is about time that this 
be cured. 

The Oil-for-Food Program probably offers the last grant oppor- 
tunity to do that because it is just so massive that it is the whole 
U.N. system pretty much except UNOOSA. UNOOSA is the U.N. 
Office of Outer Space Affairs. There is a U.N. office for everything. 

But you have the Security Council directly involved in this pro- 
gram. You have the U.N. Secretariat. You have nine U.N. agencies. 
You have many governments. We can almost say everyone is cul- 
pable. 

The audits are part of that process of examining what went 
wrong. The next step is to assign responsibility. Now, looking at 
the 13 percent account, which is my bias and my focus, I think it 
is — let me just interject here, but I think it is important that there 
be conflict and competition amongst the investigations, because al- 
ready one thing I missed earlier, and I just happened to see last 
night, is that the ICC interim report states that $6.1 billion was 
spent from the 13 percent account. I just heard $5 billion. My cal- 
culations from December 2002 is $4 billion. 

We need some conflict and competition amongst the investiga- 
tions in order to get at the final figure, because once we get those, 
then we can determine what the losses are, who is to pay, and how 
were those losses incurred, and what needs to be done to prevent 
those losses occurring in the future. 

In my written testimony, I gave you various points of departure. 
I have had contact with virtually, let me say, all entities with the 
exception of Cotecna. I had contact with their predecessor, Lloyd’s 
Register. I have had contact with pretty much all the U.N. agen- 
cies, with New York, with Baghdad, and with the local authorities. 
Thank you very much. 

Senator Coleman. Thank you very much, Mr. Clarry. 

We will do 8-minute rounds of questions here. 

Mr. Christoff, I believe in your testimony, you indicated that had 
the headquarters functions been examined, oversight of contracts 
with Central and Southern Iraq accounting for 59 percent, almost 
$40 billion of Oil-for-Food proceeds, is it your sense that the kick- 
backs and other things could have been uncovered if those activi- 
ties had been audited? 

Mr. Christoff. I think the one area that I would have thought 
that the auditors could have covered was looking at the roles and 
responsibilities of the Office of the Iraq Program. I have heard over 
the past couple years that we have looked into this program an un- 
clear understanding of what they were tasked to do. They were 
tasked with looking at the price and value of the contracts. I am 
still unclear, even after listening today to the previous panels, how 
they went about looking at the contracts for the price reasonable- 
ness of the contracts. If the auditors would have at least placed 
some focus on the roles and responsibilities in Mr. Sevan’s shop, 
maybe we would have had some early attention about the con- 
tracts. 

Senator Coleman. In your testimony, your written testimony, 
you indicated OIP management steered the OIOS toward program 
activities in Iraq rather than headquarters functions where OIP re- 
viewed the humanitarian contracts. In your oral testimony, you 
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were more specific. You indicated that the head of the OIP steered 
the audit function away from the headquarters functions, is that 
correct? 

Mr. Christoff. Correct. In fact, that is the Volcker Commission’s 
finding, as well. 

Senator Coleman. And we are talking about Benon Sevan? 

Mr. Christoff. Correct. 

Senator Coleman. Could you give me an overall assessment, 
then, of the — I mean, the audits deal with a lot of minutiae, a lot 
of minutiae, but the overall body of audit work, what kind of pic- 
ture does that paint of U.N. management of Oil-for-Food and other 
programs in Iraq? 

Mr. Christofe. I think it does two things. First, it sheds some 
light on some of the programs that haven’t gotten much attention, 
the 13 percent account that Mr. Clarry refers to, the 25 percent of 
the money that went to this U.N. Compensation Commission. But 
it also shows that there really was a lack of a basic foundation of 
financial asset management, procurement management, that you 
really need in any type of a program. And if you don’t have that 
foundation, then it can lead to fraud, waste, and abuse. 

Senator Coleman. What role does Benon Sevan have, then, in 
the oversight and management of these kinds of programs, be it 
the Oil-for-Food, the compensation, things that were going on in 
Iraq? 

Mr. Christoff. The Office of the Iraq Program had a critical 
role. In fact, some of the concerns that the auditors mentioned was 
the fact that there was lack of on-site kinds of oversight occurring 
within Iraq itself. It was oversight that was occurring from New 
York rather than on the field. 

Senator Coleman. Mr. Clarry, we didn’t get at this in your oral 
testimony, but I think your written testimony talks about it. Can 
you talk to me a little bit about any problems with quality of goods 
that were delivered into Northern Iraq under the 13 percent pro- 
gram, medicines out of date, food not fit for human consumption, 
as described in the audits? 

Mr. Clarry. Mr. Chairman, there were always chronic com- 
plaints about the quality of food and medicines. These were sup- 
plied by the Baghdad regime. I would like to interject here that 40 
percent of the 13 percent account, 40 percent of that account was 
actually under the control of the Saddam Hussein regime, not 
under control of the U.N. agencies procuring goods and services for 
the North. 

There were some expired medicines. There were some medicines 
that were thought to be defective. There were always chronic short- 
ages of the medicines, even though there were substantial funds 
available. There was $340 million allocated during the first 11 
phases, of which by August 2002 only $100 million had been sup- 
plied, and there were shortages. The Kurdistan regional govern- 
ment had to go out, use their own funds on occasion to procure ur- 
gent and important medical supplies. 

Food, many local people would not use the vegetable oil, for in- 
stance. It may be a matter of taste. It was all certified fit for 
human consumption. But certainly with the amount of funds avail- 
able, and if you could command the best market prices in the 
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world, you could serve steak and eggs for breakfast every single 
day of the year to everybody. There was plenty of funds available, 
and some of the food money was, let me say, wasted. Just look at 
how many people in the world could eat 20 kilograms, 20 pounds 
of wheat flour a month, but that was the program. 

Senator Coleman. Were you aware of any kickback schemes in 
humanitarian goods when you were there? 

Mr. Clarry. It was just felt, because the contracts were nego- 
tiated in Baghdad or by the U.N. agencies themselves. We were 
plugged into the system after that. So in Northern Iraq or in the 
Kurdistan region, we were unaware of any specifics regarding kick- 
backs. 

Senator Coleman. Mr. Christoff, the draft report on the activi- 
ties of OIOS said it is OIOS’s view that the overall management 
of the Oil-for-Food Program was not fully satisfactory. It certainly 
got an assessment from one of the witnesses earlier that they 
seemed to be satisfied with the work of Cotecna and the inspectors. 
Can you reflect on what the audits showed regarding Lloyd’s, 
Cotecna, and the other folks responsible for overseeing the pro- 
gram? 

Mr. Christoff. Yes. The audits that OIOS performed placed a 
lot of emphasis on the lack of oversight on the part of the United 
Nations and the Office of the Iraq Program. For Cotecna, for exam- 
ple, they questioned an amendment to that contact occurring 4 
days after the contract was signed that increased that contract 
price by $356,000. So a lot of the thrust of those internal audit re- 
ports placed a picture on the extent to which any oversight was 
being conducted on the part of the Office of the Iraq Program. 

Senator Coleman. What kind of response did you see within the 
United Nations to the audit reports? 

Mr. Christoff. It varied. I think if you look at some of the au- 
dits that were done on the U.N. programs in the north, you found 
that the audited agencies appeared to be receptive to the rec- 
ommendations. However, in some of the audits, a few follow-up au- 
dits that were conducted, OIOS often found that even though the 
agencies agreed to implement the recommendations, they didn’t do 
it. You look at the audits of the U.N. Compensation Commission, 
the U.N. Compensation Commission responded to the auditors by 
challenging their legal authority. 

Senator Coleman. What responsibility does the top management 
have to kind of pull everyone together to respond to audits in an 
appropriate fashion? 

Mr. Christoff. Well, it is imperative. You can’t have change im- 
plemented unless you have buy-in by top management. 

Senator Coleman. And is there any sense that there was buy- 
in by top management in terms of managing this program well, re- 
sponding to audits, keeping things clean? 

Mr. Christoff. Again, I think it varied by the different pro- 
grams. You had the auditors constantly being challenged. I think 
there was probably a lot of wasted time debating the merits of 
what the auditors found and not fixing the problems. 

Senator Coleman. Senator Levin. 

Senator Levin. Thank you. Mr. Christoff, in 2002, the GAO 
issued a report called “U.N. Confronts Significant Challenges in 
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Implementing Sanctions Against Iraq,” and I think you are familiar 
with that report, and may have contributed to it at the time. 

Mr. Christoff. Yes, sir. 

Senator Levin. Now, we introduced a chart from that report at 
the last hearing. This is the chart that we put up.i The GAO found 
in 2002 that, “Sanctions may have constrained Iraq’s purchases of 
conventional weapons. There is no indication that Iraq has pur- 
chased large-scale weapons systems such as aircraft, ships, or 
armor.” 

As I understand your conclusion, it was primarily because of 
U.N.’s control of Iraq’s oil revenues that, “Iraq’s military expendi- 
tures have dropped dramatically.” Is that what that chart shows? 

Mr. Christoff. That is correct. 

Senator Levin. That was after the imposition of the U.N. pro- 
gram that the military expenditures of Iraq dropped significantly, 
and that was in — what year is that? I can’t read it from here. 

Mr. Christoff. It begins with when the sanctions were imple- 
mented in 1991. 

Senator Levin. And then it shows, after that massive drop in 
1991, it shows a level spending at a very much lower level 

Mr. Christoff. Correct. 

Senator Levin [continuing.] Right through your report in 2002, 
is that correct? 

Mr. Christoff. Yes, that is correct. 

Senator Levin. The Duelfer Report found in 2004 that the U.N. 
sanctions stopped Saddam Hussein from rearming Iraq with either 
large-scale conventional weapons or weapons of mass destruction. 
Is that a fair reading, also, of your report? 

Mr. Christoff. I think what we found in our report was that the 
sanctions were effective in limiting some of the major arms ship- 
ments that had been going to Iraq prior to the sanctions. 

Senator Levin. You said also in your 2002 report that one of the 
challenges in implementing the sanctions was the “illicit revenue 
outside of U.N. control obtained from oil sales through neighboring 
states.” Your report noted that most recent U.N. resolutions did not 
address those oil sales to the neighboring states and that the omis- 
sion was a significant challenge to the enforcement of the sanc- 
tions. Is that correct? 

Mr. Christoff. That is correct. 

Senator Levin. Did the U.S. Government take action to address 
the oil trade from Iraq to those neighboring states following your 
report? 

Mr. Christoff. Following the report? 

Senator Levin. Yes. 

Mr. Christoff. I don’t know following the report. I know during 
the sanctions program, the United States did bring information to 
the Security Council about neighboring nations that were violating 
the sanctions. 

Senator Levin. And did they take action to stop those sales? 

Mr. Christoff. We know that the United Nations, “took note of 
the smuggling that was occurring to Jordan,” but we don’t know 
what additional actions, if anything, were undertaken. 


^ See Exhibit No. 54 appears in the Appendix on page 434. 
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Senator Levin. So other than that, as far as you know, other 
than bringing it to the attention of the Security Council, the Secu- 
rity Council taking note of the sales, it did nothing beyond that? 

Mr. Christoff. Not to my knowledge. 

Senator Levin. And subsequent to your report? 

Mr. Christoff. I do recall at least in public statements that 
former Secretary of State Colin Powell noted that he was putting 
pressure on the Syrians to stop the oil pipeline that was being con- 
structed and then the oil shipments that were going through Syria, 
as well. 

Senator Levin. And any reference to putting pressure on the 
Turks or the Jordanians? 

Mr. Christoff. No. 

Senator Levin. Mr. Clarry, are you now a consultant for — what 
do you do now? 

Mr. Clarry. I am a consultant to the Kurdistan regional govern- 
ment. 

Senator Levin. And the claims that you say that they have, and 
this is, as you put it, your bias and your focus to try to get those 
claims resolved, they relate to money which you believe — or goods 
which should have been delivered to that region, is that correct? 

Mr. Clarry. Yes, a little bit of the goods, and mostly the remain- 
ing unspent funds, yes. 

Senator Levin. And were some of those unspent funds delivered 
to the region? 

Mr. Clarry. Yes. 

Senator Levin. It was in cash? 

Mr. Clarry. Cash. 

Senator Levin. Do you know about how much that was? 

Mr. Clarry. About $2 billion. 

Senator Levin. Two billion? 

Mr. Clarry. Yes. 

Senator Levin. And when was that? 

Mr. Clarry. Last June. 

Senator Levin. Is that included in your figures? 

Mr. Clarry. Yes, I do mention it in a written statement. We are 
looking for the other three. 

Senator Levin. So that is included in your bottom line 

Mr. Clarry. Yes. 

Senator Levin [continuing.] As to what you believe is still owing? 

Mr. Clarry. Yes. 

Senator Levin. Thank you. Thank you, Mr. Chairman. 

Senator Coleman. Mr. Christoff, have you had a chance to re- 
view the Duelfer Report? 

Mr. Christoff. I have read it, yes. 

Senator Coleman. As I recall, the Iraq Survey Group, they indi- 
cated that the Iraqi Military Industrialization Committee budget 
grew substantially post-implementation of Oil-for-Food. Do you re- 
call that? 

Mr. Christoff. From the Duelfer Committee report? Yes. 

Senator Coleman. I think the figures were — I am trying to get 
a copy of the report — that their budget grew from about $7.8 mil- 
lion per year to $500 million per year by 2003, and as I recall 
Duelfer’s testimony before this Subcommittee, he indicated that, in 
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fact, as a result of the Oil-for-Food Program, that Saddam Hussein 
was able to get around the sanctions and to rearm himself. Do you 
recall that in the Duelfer Report and is that inconsistent with the 
chart that we just saw? 

Mr. Christoff. The information that we presented in our report 
in 2001 was information that was provided to us by the State De- 
partment in terms of what the arms sales were and what they were 
back in 1980 going through 2001. 

Senator Coleman. So the Duelfer Report, the information that 
the Iraq Survey Group provided, was certainly more recent infor- 
mation and more thorough information 

Mr. Christoff. It is more recent, definitely. 

Senator Coleman. And, in fact, I believe that Mr. Duelfer indi- 
cated that the Iraqi military budget actually grew a hundred-fold 
under the Oil-for-Food Program. 

Senator Levin. Was that consistent with your report, that their 
budget for equipment grew a hundred-fold under the program? 

Mr. Christoff. No. In 2001, when we completed our report, we 
were basing the information on what we had received from the 
State Department — it is not there — ^but which showed that the high 
peak of armament sales that had occurred before sanctions were 
imposed declined as a result of the sanctions. 

Senator Levin. Thank you. 

Senator Coleman. I just want to follow up. At the time of that 
report, 2001, were you aware of the kickbacks, the extent of the 
fraud under the Oil-for-Food Program? 

Mr. Christoff. Yes. 

Senator Coleman. Nothing further. 

Senator Levin. I am all set. Thanks. 

Senator Coleman. This panel is excused. Thank you very much. 

I would now like to welcome our final witness, the Hon. Patrick 
F. Kennedy, the Ambassador to the United Nations for Manage- 
ment and Reform at the U.S. Mission to the United Nations. 

Ambassador Kennedy, I appreciate your appearance at today’s 
hearing and look forward to your views on U.N.’s management and 
oversight of the Oil-for-Food Program, U.S. awareness of fraud and 
abuse in the program, including oil smuggling, and U.S. actions to 
prevent use of the program by the regime of Saddam Hussein. 

Before we begin, pursuant to Rule 6, all witnesses before this 
Subcommittee are required to be sworn in. Will you please raise 
your right hand. 

Do you swear the testimony you are about to give before the Sub- 
committee is the truth, the whole truth, and nothing but the truth, 
so help you, God? 

Ambassador Kennedy. I do, sir. 

Senator Coleman. Thank you very much. 

I think you know the system here. Ambassador. When the light 
turns from green to amber, if you can conclude. We will have your 
written statement submitted in its entirety for the record. Ambas- 
sador Kennedy, you may proceed. 
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TESTIMONY OF HON. PATRICK F. KENNEDY, i AMBASSADOR TO 

THE UNITED NATIONS FOR MANAGEMENT AND REFORM, 

UNITED STATES MISSION TO THE UNITED NATIONS, NEW 

YORK, NEW YORK 

Ambassador Kennedy. Thank you very much, Mr. Chairman. 
Mr. Chairman, distinguished Members of the Subcommittee, I wel- 
come the opportunity to appear before you to discuss the U.N. Oil- 
for-Food Program and to answer your questions on various aspects 
of the management and execution of the program. 

Mr. Chairman, I want to reiterate three points regarding the 
context in which the Oil-for-Food Program was established and im- 
plemented. First, I want to emphasize that the United States was 
fighting an often uphill battle. The very establishment of the pro- 
gram was the result of arduous negotiations among 15 Security 
Council members, some of whom were arguing for the complete lift- 
ing of sanctions. As a result of this political context, the ability of 
the United States and the United lUngdom to take measures to 
counter or address noncompliance during the life of the program 
was often countered by other members’ desires to, in fact, ease 
sanctions on Iraq. 

Second, sanctions have always been an imperfect tool, but given 
the United States’s national goal of restricting Saddam’s ability to 
obtain new materials of war, sanctions offered an important and 
viable approach short of the use of force to achieve this objective. 

Third, the United States made decisions and took actions relat- 
ing to the Oil-for-Food Program and the comprehensive sanctions 
on Iraq also to achieve overarching national security goals within 
the larger political and economic context of the region. 

Mr. Chairman, given this general context, I would like to at- 
tempt to outline some of the issues relating to the responsibility for 
implementing the program and for sanctions in general. 

The Oil-for-Food Program was established to address the serious 
humanitarian crisis that Saddam Hussein had inflicted on the 
Iraqi civilian population while concurrently maintaining strict en- 
forcement of sanctions on items that Saddam Hussein could use to 
rearm or reconstitute his weapons of mass destruction or other 
military programs. 

We believe the system the Security Council devised by and large 
met these two specific objectives. The Oil-for-Food Program did 
have measurable success in meeting the day-to-day needs of Iraqi 
civilians. The daily caloric intake of Iraqi citizens increased and 
health standards in the country improved. And as Mr. Duelfer tes- 
tified before this Subcommittee on November 15 last year, “U.N. 
sanctions curbed Saddam’s ability to import weapons, technology, 
and expertise into Iraq.” 

Investigations over the past year have uncovered significant 
sanctions-busting activity that arose both from Saddam Hussein’s 
manipulation of the program and from his and others’ abuse of the 
sanction regime for financial gain. 

In the end, the Oil-for-Food Program reflected three factors: A 
collective international desire to assist and improve the lives of 
Iraq’s civilian population; a desire by the United States and others 


^The prepared statement of Ambassador Kennedy appears in the Appendix on page 188. 
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to prevent Saddam Hussein from acquiring materials of war and 
from posing a renewed regional and international threat; and a de- 
cision by some companies, member states, and individuals to pur- 
sue their own financial interests at the expense of the international 
community. 

Mr. Chairman, this final point about actors who colluded with 
Saddam Hussein in breaching sanctions and violating the rules of 
the Oil-for-Food Program leads me to the issue of responsibility. 

The United Nations, first and foremost, is a collective body com- 
prised of its 191 members. A fundamental principle inherent in the 
U.N. charter is that all member states will uphold decisions taken 
by the Security Council. The effectiveness of the sanctions regime 
against Iraq and the integrity of the Oil-for-Food Program de- 
pended completely on the ability and willingness of member states 
to implement and enforce the sanctions. In this regard, member 
states held the primary responsibility for ensuring that their na- 
tional companies and their citizens complied with states’ inter- 
national obligations. 

Through the Treasury Department, the United States, for in- 
stance, took measures to establish a vetting process for U.S. compa- 
nies seeking to do business in Iraq. We also implemented a com- 
prehensive process to review the contracts for humanitarian goods 
going to Iraq in order to ensure that dual-use items were not being 
supplied to Iraq through the Oil-for-Food Program. 

In addition to the responsibilities of member states, the Security 
Council also established a subsidiary body of the Council, the 661 
Committee, to monitor the sanctions on Iraq, and once it was es- 
tablished — the Oil-for-Food Program — the 661 Committee discussed 
issues related to violation of the sanctions between 1990 and 2003 
and issues related to the Oil-for-Food Program between 1995 and 
2003. Action, however, could only be taken to address those issues 
if there were political will and a consensus of all the members of 
the committee to do so. Although the United States and the United 
Kingdom repeatedly raised concerns within this context and often 
offered solutions to mitigate abuses, consensus in the 661 Com- 
mittee continually proved elusive as we faced opposition from one 
or more members of the committee. 

The Security Council also authorized the Secretary-General and 
the U.N. Secretariat, under Security Council Resolution 986 in 
1995 and subsequent resolutions, to implement and monitor the 
Oil-for-Food Program. The Office of the Iraq Program staff was 
hired to devise a system whereby oil revenues from the program 
could be used to pay for humanitarian supplies for Iraq. To be 
clear, Mr. Chairman, the Secretariat, OIP, and the U.N. agencies 
were given the authority and they had the power to implement the 
program only within the mandate given to them by the Security 
Council. They were not empowered to monitor or enforce implemen- 
tation by member states of the overall sanctions on Iraq or act as 
a border patrol. 

To make the division of responsibilities clear, Mr. Chairman, let 
me offer two examples. The first regards oil flowing out of Iraq. 
The former Iraqi regime, through the State Oil Marketing Organi- 
zation, proposed prices for various markets and grades of crude for 
review by the U.N. Oil Overseers and for approval by the 661 Com- 
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mittee. The U.N. Oil Overseers and 661 Committee members 
verified that the purchase price of the petroleum and the petroleum 
products were reasonable in light of prevailing market conditions. 

The U.N. contracted monitoring group, Saybolt, provided on-site 
inspection agents who keep 661 Committee members informed of 
the amount of petroleum exported from Iraq. Saybolt inspectors 
also monitored the arrival of oil industry spares under the Oil-for- 
Food Program. A U.N. escrow account administered by Banque 
Nationale de Paris received payments for such liftings. Oil flowing 
out of Iraq through other means — smuggling, trade protocols, and 
the voucher system — was outside the mandate of the U.N. Secre- 
tariat. Member states were responsible for monitoring these activi- 
ties. 

My second example involves goods coming into Iraq. Again, there 
was a clear division of responsibility. While Iraqis retained the au- 
thority to contract with specific suppliers under the Oil-for-Food 
Program, the 661 Committee was tasked at ensuring that the con- 
tracted goods were appropriate for export to Iraq under the condi- 
tions set out in Security Council Resolution 986. Once a contract 
was approved by the 661 Committee and the goods shipped, the 
U.N. inspection agent, Lloyd’s Register and later Cotecna, were re- 
sponsible for authenticating the arrival of these goods into Iraq. 
Separately, it was the responsibility of member states to prevent 
sanctioned goods from entering into Iraq. 

Mr. Chairman, I offer these examples to illustrate exactly where 
responsibility lay. These were, in hindsight, substantial problems 
related to all these areas of responsibility. Some members did not 
take their international obligations seriously and either directly or 
indirectly facilitated sanction-busting activities by the Saddam 
Hussein regime. The 661 Committee was mired in a political de- 
bate with regard to Iraq that often impeded it from taking action 
against violators of the embargo. As the recent Volcker Inde- 
pendent Inquiry Committee Report indicates, there were serious 
charges that U.N. officials may have allowed Saddam Hussein to 
further undermine their system. 

I stated earlier that the United States has made every effort to 
address violations within the 661 Committee, even though we were 
often impeded by other committee members. 

Violations with respect to the Oil-for-Food Program manifested 
themselves in two key areas, manipulation of oil pricing and kick- 
backs on the Oil-for-Food Program. 

In late 2000, U.N. Oil Overseers reported that Iraqis were at- 
tempting to impose excessive premiums on oil exports. The 661 
Committee, led by the United States and the United Kingdom, 
agreed to a statement on December 15, 2000, making clear that ad- 
ditional fees above the selling price approved by the 661 Committee 
were not acceptable. 

Despite circulation of this message to all companies approved to 
lift Iraqi oil, evidence of the illicit surcharges continued during the 
spring of 2001. The United States, working in close coordination 
with the British delegation, raised the issue of excessive oil price 
premiums in a series of more than 40 formal and informal 661 
Committee and Security Council meetings during that period. 
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After months of stalemate within the 661 Committee, the U.S. 
and British experts made creative use of the consensus rule gov- 
erning decisions in the 661 Committee by withholding support until 
the end of the month on oil pricing proposals submitted at the be- 
ginning of the month by the Iraqis. This retroactive price analysis 
gave the U.S. and British experts the opportunity to compare oil 
prices sought to the actual market price of similar crude oils to de- 
termine if SOMO’s prices reflected fair market value, a require- 
ment under Resolution 986. 

Beginning in October 2001, the United States and the United 
Kingdom regularly employed the retroactive pricing mechanism to 
evaluate SOMO’s prices until the suspension of the Oil-for-Food 
Program in 2003. The retroactive oil pricing we imposed had the 
intended effect. By the spring of 2002, the U.N. Oil Overseers re- 
ported that the oil price variation from market levels had been re- 
duced from as much as 50 cents per barrel to an accepted industry 
variation of three to five cents. 

Separately, allegations of kickbacks to the Oil-for-Food Program 
began to surface in late 2000. U.S. and British experts raised this 
issue with the 661 Committee experts and the Office of the Iraq 
Program representatives in 2002 and early 2001 and formally sub- 
mitted proposals to address this issue during a 661 Committee 
meeting in March 2001. However, no documentary evidence was 
available at the time to support these allegations. Consequently, 
our proposals received no support. Committee members claimed 
that absent evidence indicating that such kickbacks existed, no ac- 
tion could be taken. 

Important measures taken to address this issue occurred after 
the fall of Saddam’s regime, when the United States, through the 
Coalition Provisional Authority, was informed of the kickback 
scheme by Iraqi ministry representatives in Baghdad. With the fall 
of the Hussein regime in the spring of 2003, and with the subse- 
quent authorities granted under U.N. Security Council Resolution 
1483, CPA officials, in coordination with U.N. officials and Iraqis, 
took steps to eliminate surcharges in the remaining Oil-for-Food 
contracts. 

In addition to eliminating and countering surcharges and kick- 
backs, the United States also took initiatives to provide members 
of the 661 Committee and the Security Council with information 
and evidence of violations by the Saddam Hussein regime during 
various briefings. The United States briefed Security Council mem- 
bers in 2000 on the various ways the Saddam Hussein regime was 
diverting funds to benefit Iraq’s elite, including through the use of 
diverted funds to build and furnish Saddam’s palaces. The U.S. 
again briefed Security Council’s ambassadors in the spring of 2002 
on Saddam’s noncompliance with U.N. Security Council resolutions 
and Saddam’s attempts to procure WMD-related materials. 

In March 2002, a U.S. interagency team briefed the 661 Com- 
mittee on the regime’s diversion of trucks. The U.S. commanders 
of the Multilateral Interception Force in the Gulf also briefed the 
committee each year, starting in 1996, on the MIF’s activities in 
combating the illegal smuggling of Iraqi crude oil. 

Mr. Chairman, I know that an issue of concern to this Sub- 
committee is our relationship with Jordan and Turkey with respect 
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to the imports of oil from Iraq during the Oil-for-Food period and 
why we felt the need to treat these nations differently. 

Beginning in 1991 and extending through 2003, the annual For- 
eign Operations Appropriation Act contained restrictions on U.S. 
assistance to any country not in compliance with U.N. Security 
Council resolutions against Iraq. In 2002, the Foreign Operations 
Appropriation Act, as carried forward in the 2002 Supplemental, 
for example, enacted such legislation as Section 531. The restric- 
tions under 531 and its predecessors could be waived if the Presi- 
dent determined and certified to the Congress that providing as- 
sistance was in the national interest. 

In the case of Jordan, as we explained to then-Senate Foreign 
Relations Committee Chairman Biden in a letter dated October 2, 
2002, the restriction had been waived each year since its enact- 
ment in 1991 by three successive Administrations. 

Jordan was and remains a critical partner with the United 
States in bringing stability and a lasting peace to the Middle East. 
By ensuring that Jordan was not strangled by a lack of critical re- 
source, the Jordanian government was able to pursue policies of 
critical importance to U.S. national security in the region. The Jor- 
danians made clear to us that their trade would not aid Saddam’s 
weapons procurement programs. We understood that they were 
sending manufactured products to Iraq in exchange for oil. The 
U.S. determination and certification were solely in recognition of 
Jordan’s lack of economically viable alternatives. The U.N. Sanc- 
tions Committee, with U.S. support, took note of Jordan’s imports 
of Iraqi oil and its lack of economic alternatives. 

As we also explained in the October 2002 letter, similar consider- 
ation was given to Turkey, a close ally of the United States, a 
NATO partner, and host of Operation Northern Watch. Turkey co- 
operated closely with the U.S. nonproliferation efforts against 
Saddam’s regime. Our approach was to encourage Turkey to bring 
its trade with Iraq into conformity with the U.N. Security Council 
resolutions. 

Turkey claimed that its cumulative losses from the Gulf War and 
ensuing sanctions against Iraq amounted to about $35 billion, and 
throughout the 1990’s pushed for ways to expand its trade with 
Iraq. From 1991 to the start of Operation Iraqi Freedom, the 
United States worked with Turkey to discourage trade out of the 
U.N. sanctions regime. For instance, the United States did not sup- 
port a Turkish request for relief from sanctions under Article 50 of 
the U.N. Charter. In addition, the United States sought to ensure 
that the U.N. Security Council resolutions did not legitimize trade 
with Iraq outside the Oil-for-Food Program. 

Senator Coleman. Ambassador Kennedy, if you could sum up. 

Ambassador Kennedy. Yes, sir. 

Senator Coleman. I am sure Senator Levin will follow up on 
some of these issues. 

Ambassador Kennedy. Yes, sir. The last issue I would like to ad- 
dress is the accusations of impropriety, mismanagement, or abuse 
by U.N. personnel, contractors, or agencies. The recently released 
U.N. Office of Internal Oversight Services audits and the Inde- 
pendent Inquiry Committee interim report paint a very dis- 
appointing and disturbing picture. 
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The lack of transparency on the part of the United Nations with 
regard to OIOS has long been a particular concern. The United 
States mission has continually sought access to OIOS reports. 
These were initially denied, as access was deemed outside of the 
General Assembly rules. Our staff worked tirelessly since last sum- 
mer to get these particular OFF reports released, both from the 
Secretary and the Volcker Commission, which both denied. 

Therefore, last fall, the United States put forward language for 
inclusion in General Assembly resolutions that required that the 
United Nations make all OIOS audit reports available to U.N. 
member states on their request. The General Assembly adopted 
this U.S. initiative during the evening of December 23 . Within an 
hour, the United States formally requested copies of the OIOS re- 
ports covering the Oil-for-Food Program. Two weeks later, these 
audits were made available, thanks to our efforts, and these are 
the reports that your staff has reviewed. 

Mr. Chairman, I convey this information to you because we at 
the United States mission take our responsibility to make the 
United Nations a more transparent body very seriously and we in- 
tend to continue this initiative in order to ensure adequate follow- 
up of auditors’ recommendations. 

The Oil-for-Food Program was a unique endeavor, and although 
it was essential to the Iraqi people, it was also manipulated by 
Saddam Hussein and his cronies to undermine the sanctions. We 
will go forward, Mr. Chairman, and take the lessons we have 
learned from this experience very seriously and apply them to all 
future U.N. endeavors. 

I now stand ready to answer any questions the Subcommittee 
might have. 

Senator Coleman. Thank you. Ambassador Kennedy. I appre- 
ciate that very extensive statement. 

I also want to say I appreciate the efforts to get us access to 
the — in the end, I think it was the 58 internal audits. I know we 
had been promised them at some later time, but it wasn’t until the 
resolution that you discussed was passed that caused us to get 
them when we did, so I want to thank you for those efforts. 

In the Duelfer Report, the Iraqi Survey Group noted, and I am 
going to quote here, and I will have the portion submitted to the 
record, “Although Saddam had reluctantly accepted the U.N. Oil- 
for-Food Program by 1996, he soon recognized its economic value 
and additional opportunities for further manipulation and influence 
of the UNSC,” U.N. Security Council, “Iraq 661 Sanctions Com- 
mittee member states. Therefore, he resigned himself to the con- 
tinuation of U.N. sanctions, understanding that they would become 
a paper tiger, regardless of continued U.S. resolve to maintain 
them.” The report goes on then to detail the significant increases 
in military funding. It goes on to detail individuals with connec- 
tions to member states receiving vouchers which then were actually 
bribes. 

My question to you is at what point in time were folks in our del- 
egation aware of vouchers being handed out to folks with influence 
in member states? At what point in time were our folks aware that 
kickbacks that have been detailed before this Subcommittee by the 
Weir Group? I am trying to get a sense of what the thinking was 
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as this stuff is going on and the massive way in which it was hap- 
pening. Were we simply blind at the time it was happening, or 
were we aware but unable to do anything? 

Ambassador Kennedy. Mr. Chairman, if I can divide your ques- 
tion into three parts, no one became aware of the voucher program 
until after the fall of Baghdad. The voucher program was kept very 
secret by Saddam Hussein. He ran, as you are well aware, sir, an 
extremely brutal regime and he was able to keep secrets. 

However, we were certainly aware, and became aware in 2000, 
of his efforts to subvert the activities, both through the first — the 
premium pricing on oil and then by kickbacks and we moved to 
counter this. It was, in fact, a chess game, sir. Saddam Hussein 
was always on the lookout for a way to get around the sanctions, 
and as information came to our attention, the United States, and 
always allied with the United Kingdom, were looking for ways to 
combat that. 

The example I laid out in my opening statement about how once 
we discovered, because the U.N. Oil Overseers reported to us his 
attempts to put premiums on sales, we moved in the committee. 
We met resistance from other nations in the committee, something 
we faced at all times. And then we employed the consensus mecha- 
nism, as I said, in a reverse way to end the sanctions. 

So 2001, 2002, we began to hear a variety of rumors and we then 
moved to take whatever steps we could to counter them. 

Senator Coleman. And specifically, you talked about the retro- 
active pricing. That is the issue described where Saddam Hussein 
could manipulate price, but once you instituted this retroactive 
pricing mechanism, that took away his ability to do that. 

Ambassador Kennedy. It took it away, yes, sir. 

Senator Coleman. Who was resisting — first of all, how long did 
it take, from the time we first became aware of this and wanted 
to change the policy, to actually change the policy? 

Ambassador Kennedy. I think it took somewhere around 6 to 9 
months. We met resistance within the committee. Other members 
of the committee were always saying, bring us proof positive, and 
we said, we don’t need proof positive. The rumor on the street is 
sufficient that we must pursue this in order to maintain the integ- 
rity of the sanctions system. Other nations resisted. 

Senator Coleman. Which other members of the 661 Committee 
were most resistant to changing the retroactive pricing mecha- 
nism? 

Ambassador Kennedy. We received inquiries and challenges to 
our efforts from the Russians, from the Chinese, from the French, 
from the Syrians, from others, because the composition of the 661 
Committee was the permanent five plus others as they changed. 

Senator Coleman. Was there ever any concern raised about the 
value of Oil-for-Food contracts going to these specific member na- 
tions and somehow that relating to the measure of their resistance? 

Ambassador Kennedy. No, sir. I mean, obviously, there may 
have been colleagues who had speculated on that, but if you go 
back to the beginning of the program, in 1995, the sanctions had 
been in place on Iraq for 5 years. Because of Saddam’s total lack 
of care for his own people, his people were simply starving. Child 
mortality was up. Maternal mortality was up. And the public per- 
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ception in the world was not that Saddam Hussein was causing 
this but that the sanctions regime was causing it. 

The U.S. national goal was to maintain those sanctions, and 
therefore, we were looking for a way to keep the sanction regime 
in place but overcome this public perception that the sanctions 
were causing great harm to the Iraqi people. Therefore, as we 
worked to implement the Oil-for-Food Program to work it out, that 
was our dilemma. 

Our primary goal was to maintain the sanctions. If we could not 
have a solid wall, then we wanted a screen, and we needed to con- 
struct a screen that was as tight as possible within the context. 
But when we negotiated, the ability to write contracts had to be 
left to Saddam Hussein. That was the only way to get the program 
implemented. 

Senator Coleman. Wasn’t there concern that by giving him that 
ability, that you were giving him the power to manipulate, which 
obviously he ultimately did? 

Ambassador Kennedy. It was anticipated, yes, that Saddam 
Hussein would do anything he could to manipulate the program. 
We tried to put in means to counter the manipulation, to limit the 
manipulation, but at the same time, faced with Saddam Hussein 
manipulating something versus the loss of sanctions as they dis- 
sipated, that other countries in the world did not implement the 
sanctions as aggressively as we felt the United Nations required, 
the U.N. Security Council resolutions required them to, we did not 
want the sanctions to fritter away. 

Senator Coleman. You talked a number of times about the re- 
sponsibility of “member states” to do certain kinds of enforcement. 
Can you explain what you meant by that? 

Ambassador Kennedy. Yes, sir. A resolution passed by the U.N. 
Security Council is, under international law, binding on all member 
states. So if sanctions are put by the United Nations on Xanadu 
or Iraq, it is the responsibility of all other 190 members of the 
United Nations to enforce those sanctions. They are required to bar 
the movement of goods, to only ship goods into Iraq under the pro- 
gram. 

But the enforcement mechanism is the court of world public opin- 
ion. There is no sanctions mechanism absent going back to the 
Security Council for another resolution to attempt to take military 
action against a violator. 

Senator Coleman. But in this case, where you have an incredibly 
wide pattern of abuse of contracts, kickbacks, manipulation of con- 
tracts, oil smuggling, topping off, a whole range of things, it is dif- 
ficult for me sitting here to understand how we somehow would not 
be aware all this is going on when it is going on. 

Ambassador Kennedy. As I said, sir, we became aware in 2002 
of his attempts to manipulate oil pricing, and then as we tamped 
that down, he moved to kickbacks, moving from one activity to — 
we were aware of it and we constantly moved to counter it. As I 
said earlier, Mr. Chairman, I am not here to tell you that sanctions 
are a perfect tool, but sanctions are a tool. They were a tool that 
were available to us, and as Mr. Duelfer says several times in his 
report, they did have an effect on limiting Saddam Hussein’s abil- 
ity to acquire materials. 
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There are other examples in his statement, in his report, I would 
say, where he talks about the Iraqis, for example, attempting to 
purchase aluminum powder by setting up massive front companies, 
and a year later, he never was able to obtain that aluminum pow- 
der, which is one of the components of building weapons. 

So sanctions were having an effect. A perfect effect, absolutely 
not. But the United States felt it was very important to maintain 
that screen in place for the value of keeping out as much as was 
possible. 

Senator Coleman. Thank you. Ambassador. Senator Levin. 

Senator Levin. The way Secretary Powell put it was, I think, 
credit has to be given for putting in place a sanctions regime that 
has kept Saddam Hussein pretty much in check. Is that what you 
basically are saying? 

Ambassador Kennedy. Yes, sir. 

Senator Levin. And you stick to that? 

Ambassador Kennedy. Yes, sir. 

Senator Levin. Even knowing of the abuses that we have heard 
of, do you still stick to that conclusion? 

Ambassador Kennedy. Sir, the program. Senator, was certainly 
not perfect, but it kept Saddam Hussein basically in check, as the 
Secretary said. 

Senator Levin. If we could put that chart up,i that revenue that 
was going to Iraq, you made reference to what we didn’t know until 
2002. That is what we didn’t know. That is only a quarter of the 
money that he was getting for oil sales that he shouldn’t have got- 
ten if the Oil-for-Food Program was working and applied to every- 
body, including Turkey and Jordan, because what we did know was 
that big segment of that pie, which is 73 percent of the revenue 
that he got, and that was all outside of the U.N. Oil-for-Food Pro- 
gram. Are you familiar with that? 

Ambassador Kennedy. Yes, sir. 

Senator Levin. Does that look like about the right proportions? 

Ambassador Kennedy. Yes 

Senator Levin. That was the Duelfer 

Ambassador Kennedy. Yes, sir. I think those numbers are good 
numbers. 

Senator Levin. So what we did know in terms of what he was 
doing outside of the program was that he got a huge amount of rev- 
enue from oil sales to our allies, at least in the case of Turkey, Jor- 
dan, and Egypt. Obviously, Syria is not an ally, but in terms of the 
major recipient, which was Jordan, we knew that he was selling 
that oil outside of the program, in other words, in ways that the 
U.N. resolution did not contemplate, did not provide for. 

Now, the question is, we decided basically not to object. We could 
say rhetorically we didn’t agree. We could tell Jordan, as we did, 
that we were aware — we took note at the United Nations of these 
sales to Jordan, and that was about it. 

We took note, I guess, that Turkey — we didn’t even take note. 
We didn’t even let their application for approval of that direct sale 
to be considered by the United Nations. We prevented that from 
coming to U.N. consideration for reasons which are not clear to me. 


^See Exhibit No. 51 appears in the Appendix on page 426. 
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but probably because they may have been vetoed, would be my 
guess. 

Essentially, looking at this honestly, is it not accurate to say that 
the majority of that illicit revenue that Duelfer identified, about 
three-quarters of the illicit revenue went to Iraq with our implicit 
knowledge? Is that fair to say? We knew about it? 

Ambassador Kennedy. Yes, sir, we were aware of it. 

Senator Levin. And for these strategic reasons you gave or these 
national — what you call national security reasons, we decided that 
we were going to basically allow that to continue without trying to 
stop it, is that fair? 

Ambassador Kennedy. In the case of Jordan and Turkey, not in 
the case of 

Senator Levin. Obviously. 

Ambassador Kennedy [continuing.] Not in the case of Syria. And 
in the case of Jordan, for example, we worked with the Jordanians 
to constantly emphasize to them that this should be a barter ar- 
rangement. 

Senator Levin. Right. 

Ambassador Kennedy. The receipt of oil and its swapping for 
material that would be acceptable under the sanctions regime writ 
large. We urged the same with Turkey. 

Senator Levin. We urged them to do that, is that correct? We 
urged them to barter? 

Ambassador Kennedy. We urged the — yes, sir. We urged them 
to barter. 

Senator Levin. We don’t know whether they got cash or not, do 
we? 

Ambassador Kennedy. No, sir, we do not. 

Senator Levin. All right. 

Ambassador Kennedy. We do not. 

Senator Levin. So when we talk about the Oil-for-Food Program 
and the efforts to get around the Oil-for-Food Program and the 
sanctions regime which he made, without any doubt, he would use 
any tactic he possibly could to get around the sanctions, and one 
of the ways he did it was with kickbacks and with surcharges and 
with what is called smuggling up there. The major way he got 
around that sanction program was through sales of his oil to coun- 
tries, to neighboring countries which were not stopped by the inter- 
national community, and at least in the case of Jordan and Syria, 
we acquiesced in and did not attempt to stop. Is that a fair sum- 
mary? 

Ambassador Kennedy. With one, if I might apologize, a correc- 
tion. You said Syria 

Senator Levin. Did I say Turkey? 

Ambassador Kennedy. No, sir. 

Senator Levin. Let me correct that, obviously. In the case of Jor- 
dan and Turkey, we knew those sales were taking place and we ac- 
quiesced in them. Is that a fair summary? 

Ambassador Kennedy. We notified the Congress every year 

Senator Levin. And notified us. 

Ambassador Kennedy [continuing.] Under the exception of the 
Foreign Assistance Act that Jordan and Turkey were — actions were 
in violation of the sanctions regime, yes, sir. 
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Senator Levin. You notified us. As a matter of fact, you notified 
us, because under our law, aid to those two allies, Jordan and Tur- 
key, could not take place unless you notified Congress and waived 
the restrictions of the law, is that correct? 

Ambassador Kennedy. Yes, sir, that is under the Foreign Assist- 
ance Act. 

Senator Levin. Because I do think it is important that when we 
assess responsibility, that we also look at our own actions and de- 
cide — we can look retrospectively and decide they were the right 
actions, by the way. As far as I am concerned, I didn’t object to 
them at the time and I think that there was good cause to do what 
we did. 

But it is not good enough to point the finger at other countries 
such as Russia, France, and so forth for stopping things at the 661 
Committee. They did it for their strategic reasons. We looked the 
other way when it came to putting money into Saddam’s pocket for 
oil sales outside of the sanctions program that we had approved 
and worked so hard to get in place. We did it for what we consid- 
ered to be good reasons, and may have been good reasons, by the 
way. They may have been good reasons. I am not arguing with 
that. But we looked the other way when large amounts of money, 
three-quarters of the illicit revenue, was going to Saddam Hussein 
under those direct sales and we ought to acknowledge it. 

That is my only argument here with your testimony, it is impor- 
tant that we acknowledge it and we be straightforward about what 
the implications of that were. Jordan was an ally. Turkey is an 
ally. They had economic problems, and so we acquiesced in, we 
didn’t try to stop those direct sales from a bitter enemy of ours, in 
violation of a sanctions program that we had helped put in place. 

Ambassador Kennedy. What I would say. Senator, is I would not 
use the phrase “look the other way,” because we constantly en- 
gaged with the Jordanians 

Senator Levin. Did we try to stop it? Let us be honest. 

Ambassador Kennedy. We engaged with them to mitigate it to 
the maximum extent possible and to encourage them to use barter 
so that the exchange would not be any materials of war. 

Senator Levin. And as you testified, we don’t know that they en- 
gaged in barter. They may have just paid in cash to Iraq. We don’t 
know whether they did or not. 

Ambassador Kennedy. I would have to get back to you for that 
for the record, sir. 

INFORMATION PROVIDED FOR THE RECORD 

Official Jordanian representations to the U.S. Government indicate that no cash 
was provided to Iraq under the protocol arrangement, although the Duelfer Report 
quotes several Iraqi sources as indicating that a small amount of the trade was in 
cash. We understand the arrangement between the two countries was to have been 
one of straight barter, with nothing from the Jordanian government to have been 
paid directly to the Government of Iraq. Rather, the Government of Jordan was to 
have paid into a clearing account at the Central Bank of Jordan an amount equal 
to the price of oil that Iraq was shipping to Jordan. Jordanian companies, under 
contract to Iraqi government ministries, exported goods to Iraq and were to have 
drawn down the price of the goods they exported from the clearing account at the 
Central Bank of Jordan. 
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Senator Levin. All right. And when I say looked the other way, 
we did not try to stop it. 

Ambassador Kennedy. As we notified, sir, we 

Senator Levin. As you notified Congress. I said “we.” 

Ambassador Kennedy. I am not shifting the 

Senator Levin. No. 

Ambassador Kennedy. I am just saying, this was a public posi- 
tion taken by three successive Administrations 

Senator Levin. Absolutely. 

Ambassador Kennedy [continuing.] That the U.S. national inter- 
est was best served by taking this action. 

Senator Levin. I couldn’t agree with you more. When I said “we,” 
I mean America. I am not pointing at this Administration. I am 
saying, we as a country, decided, this Administration, the previous 
Administration. We, the Congress, that got the notice decided that 
all that money or equipment, whatever it was, and we didn’t know, 
would be going to Saddam Hussein, a bitter enemy of ours, in vio- 
lation of a program that we fought to put in place for reasons that 
this country thought were good and sufficient. That is all I am say- 
ing, and we ought to be honest about it. 

One other question and then I am done. You didn’t react to that, 
but I assume you would agree we ought to be straightforward in 
acknowledging that was the facts, is that fair enough? Were those 
facts that I stated an accurate summary of the facts? 

Ambassador Kennedy. The sales — the trade was going on and 
we were aware of it, yes, sir. 

Senator Levin. OK, final question. About 10 days ago. Ambas- 
sador, we asked the State Department for two dozen documents, 
roughly, which is a very specific number and they all were identi- 
fied, I believe, by specific Bates numbers. This morning, after the 
hearing began, we got about half of those documents. What was the 
holdup in getting us those documents, and second, can we get the 
other dozen? 

Ambassador Kennedy. We had some trouble locating the docu- 
ments because of their age and my staff in New York personally 
put in a great deal of time. We were able to locate them by search- 
ing our files. The other half are so old that we have been unable 
to locate them in our active files and we have an all points search 
out for them, including consulting with the U.N. central archives 
in order to obtain them. As soon as we obtain them, sir, they will 
be immediately delivered. 

Senator Levin. I appreciate that, and Mr. Chairman, I would ask 
that we make part of the record a number of documents which I 
will ask the Ambassador to comment on for the record relative to 
some ship deliveries to specific ports which apparently were — this 
is of Iraqi oil to Jordanian ports, or for Jordan, which apparently 
were escorted by American ships. There have been a number of 
press reports on those deliveries and I would ask that we make 
part of the record at this time a number of documents which we 
have received by subpoena in the record. ^ 

Senator Coleman. Without objection. 

Senator Levin. Thank you. Thank you, Mr. Chairman. 


^See Exhibit No. 53 appears in the Appendix on page 429. 
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Senator Coleman. Thank you, Senator Levin. Thank you, Am- 
hassador Kennedy. 

I will leave the record open for 10 days to accommodate hoth the 
requests of the individuals from Cotecna and the records that Sen- 
ator Levin has asked for. 

We will continue with these hearings, the issue of why were cer- 
tain actions taken hy member states, whether it was strategic rea- 
sons or whether it was because of bribery or influence or issues 
that still have to be reviewed further. I reiterate my concern about 
the need for greater cooperation from the United Nations and for 
the United Nations to make available certain witnesses and docu- 
ments to this Subcommittee, to Members of Congress, so that these 
investigations may proceed. 

With that, this hearing is now adjourned. 

[Whereupon, at 1:02 p.m., the Subcommittee was adjourned.] 



APPENDIX 


PREPARED STATEMENT OF SENATOR PRYOR 

Senator Coleman, I’d first like to thank you for your leadership on this sub- 
committee. Today’s hearing, the second into the management of the Iraqi Oil-For- 
Food Program, is important in furthering our understanding of both the failures of 
the program but also how the program worked. In November, we heard testimony 
regarding how Saddam Hussein abused the Oil-For-Food Program. As I noted dur- 
ing that first hearing on November 15, the U.N. sanctions against Iraq will likely 
not be the last time the international community attempts sanctions against a coun- 
try; it is therefore important that we understand the ways in which there were 
breakdowns in the Iraq sanctions and the Oil-For-Food Program. In much the same 
vain, I look forward to today’s testimony regarding the United Nations’ management 
and oversight of the Iraqi Oil-For-Food Program. 

There is not doubt that there are many lessons to be learned from the Oil-For- 
Food Program. I am deeply concerned to hear of troubles this subcommittee has had 
in its attempts to gain access to some records and personnel at the United Nations 
in New York, and I would urge Secretary General Kofi Annan to cooperate with the 
U.S. Government and this Congressional Committee as it attempts to piece together 
the truth about the Oil-For-Food Program. It is in the best interest of the inter- 
national community, all of us, that we know exactly where Oil-For-Food Program 
and United Nations policies went awry because we all have an interest in seeing 
that future sanctions and humanitarian programs are successful. 

I thank today’s witnesses for taking the time to be here today as this Sub- 
committee attempts to provide a clearer picture of the shortcomings of the Oil-For- 
Food Program, and I look forward to their testimony. Again, Chairman Coleman, 
thank you for your important leadership. 
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Statement by Robert Massey 

to the United States Senate 
Permanent Subcommittee on Investigations 
Committee on Homeland Security and Governmental Affairs 
Febmary 15, 2005 

Mr. Chairman and distinguished Members of the Subcommittee, good morning. My 
name is Robert Massey. From 1993 to the present, I have been the CEO for Cotecna Inspection 
S.A. in Geneva, Switzerland. Cotecna served as independent inspection agents for humanitarian 
goods in the United Nations’ Oil-for-Food Program (“UN-OFFP”) between February 1, 1999 
and November 21, 2003. In that role, Cotecna enabled greatly needed humanitarian goods to 
reach the Iraqi people when Iraq was under UN trade sanctions. Thank you for this opportunity 
to address the Subcommittee today and thereby establish for the public record the realities, first, 
that Cotecna was properly awarded its UN contract, and second, that Cotecna performed its job 
well and fully in accordance with its mandate . 

I will discuss three subjects: 

(1) the big picture context, which limited the scope of work defined in the 
UN’s October 9, 1998 Request for Proposals (“RFP”), Cotecna’s 1998 
proposal and the UN contract awarded to us as a result; 

(2) the ways in which Cotecna’s limited technical role prevented it firtm 
knowing personally about any illegal payments, to either UN or Iraqi 
officials, by suppliers of goods under the OFFP; and 

(3) Cotecna’s employment of Kojo Annan, the duties he performed and the 
fact that he had no role in the procurement of the 1998 UN-OFFP contract. 

I will focus on the “big picture,” while my colleague Andre Pruniaux will address operational 
details and contract performance. 

By ray testimony today, I will seek to promote a fuller understanding of our limited and 
technical role as inspectors at the Iraqi borders. It was Cotecna’s role confirm the arrival of 
humanitarian goods under Security Council Resolution 986. This confirmation (known as 
“authentication”) was one of the necessary steps in the process for payment of suppliers. 

Cotecna did have the power to do its job in the OFFP as designed by the UN, and Cotecna did 
perform its job well — extraordinarily well, under difficult conditions. It was not our job to 
verify prices or assess quality as we do in other contexts around the world and as we would have 
done under a predecessor program in 1992. Also, we did not inspect all goods entering Iraq but 
only 986 goods voluntarily presented for authentication. 
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I. Big Picture Evolution of the OFFP between 1992 and 1998 


To understand the evolution of the program, it is important to bear in mind three years; 
1992, 1996 and 1998. 


A. 1992 

In 1992, Cotecna participated in and won, through a competitive bidding process 
administered by the United Nations Development Program (“UNDP”), the first international call 
for tender for a UN program to monitor the purchase of humanitarian goods by the Government 
ofiraq.' The 1992 program, which preceded the creation ofthe OFFP, would have been 
implemented under the UN sanctions program existing at that time. The company’s 1992 draft 
contract, a copy of which is attached to my statement as Appendix B, would have provided for 
Cotecna to perform three tasks: 

(1) price verification, 

(2) pre-shipment inspection and 

(3) ' post-landing inspection.^ 

As embodied in the 1992 draft contract, Cotecna offered to provide "price verification. " 
Under our proposal, the “price verification” would have confirmed whether or not the price of a 
humanitarian good corresponded within reasonable limits with the export price levels generally 
prevailing in the country of supply, or where applicable, the world market. The proposed 
"preshipment inspection “ would have involved physical inspection of the goods in the country 
of supply in respect to quantity, quality and labeling. “ Post-landine inspection " would also have 
entailed physical inspection of the goods but would have occurred upon arrival at entry point into 
Iraq; that is, post-landing inspection would have confirmed whether the goods conformed to the 
quantity, quality and labeling as found during the preshipment inspection. These are the 
fimctions that Cotecna believed were necessary to best perform its inspection ftmctions at the 
Iraqi borders. 

All three services resembled those that Cotecna performed under contracts in many 
different countries around the world. These were typical services. The 1992 contract and 
inspection program, however, were never implemented, because the UN and the Iraqi 
government did not reach agreement. 


' See Appendix A: June 4, 1992 letter to Elie Massey from Daan Everts, UNDP, informing Cotecna of its selection 
"to perform price verification and inspection services” under the UN program proposed at that time, and related May 
18, 1992 letter to Elie Massey from Jorge Claro, UNDP Senior Project Coordinator [SAO 16479-81]. 

^ See Appendix B: 1992 Draft Contract, SA01M12-17- 

^ See Appendix C: “Cotecna’s Authentication Services in Iraq: Partial Glossary.” 
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B. 1996 

In 1 996, therefore, Cotecna participated in a new UN international call for tender — ^this 
one administered not by the UNDP but by the newly created Office of the Iraq Program (“OIP”), 
for the authentication of goods imported into Iraq. What is " authentication "? Again, there has 
been misxmderstanding among commentators over this term. Authentication is not a customs or 
inspection term or function. In fact, it appears as though the UN created the term and the 
mission specifically for purposes of the OFFP. 

Specifically, “authentication” entailed a comparison of the appropriate documentation, 
such as bills of ladings, other shipping documents or cargo manifests, and the approval letters 
issued by the UN against humanitarian supplies, and parts and equipments for the petroleum 
industry, actually arriving in Iraq, It also entailed a physical visual inspection of the goods 
crossing the border. Attached as Appendix C to my statement is a partial glossary explaining 
Cotecna’s “authentication” services in Iraq by means of such “inspection” terminology as 
“quality” inspection and “quantity” inspection.'^ The inspectors were to add their authenticated 
confirmation of arrival to trigger the process for payment of the supplier, 

Cotecna did not begin to authenticate OFFP shipments in 1996, however, because the UN 
rejected all bids and entered into direct negotiations with a single inspection company. This 
result naturally disappointed Cotecna, and my father, in his capacity as chairman, wrote to the 
UN to inquire about the bidding process. The UN did not respond to this letter. Importantly, the 
1996 contract had reduced the scope of work contemplated by the UN in 1992, when the 
independent inspection agents would have played a more robust role, providing price verification 
and inspection in the exporting country as well as in Iraq. By contrast, the independent 
inspection agents in 1996 were to provide only “authentication.” 


C. 1998 

In 1998, Cotecna again participated in a UN international call for re-tender and this time 
was selected, in December 1998, through a competitive bidding process. The UN’s 1998 RFP 
designed die inspectors’ mission, again, as authentication rather than price verification, pre- 
shipment inspection and post-landing inspection. Like the role defined in 1996, Cotecna’s 
“authenticating” role was limited, technical and unique, devised by the UN specifically for the 
program. Despite our further suggestions to expand the scope of our work, there were no 
changes in the scope of our mission. 

I can best explain our role by spelling out exactly what Cotecna did and did not do. 
Fulfilling its contract as part of the overall OFFP sanctions regime, which also provided 
humanitarian goods to the Iraqi people, Cotecna did: 

( 1 ) compare with the UN database the accompanying documents for the 986 

goods crossing the Iraqi borders at specified locations, upon voluntary 
presentation by the transporters; 
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(2) physically visually inspect 100% of these goods (and more intrusively 
examine a 10% random selection) to verify what they were; and 

(3) by means of laboratory testing, assess whether 100% of foodstuff was “fit 
for human consumption” (a term again coined by the UN specifically for 
the program). 

Cotecna did not: 

(4) verify that the foodstuff shipped was of the grade contracted; 

(5) assess the value of goods shipped; 

(6) interdict prohibited goods outside of the OFFP; 

(7) perform any task with respect to goods not voluntarily presented to 
Cotecna by transporters (including at times 1 3% account goods — i.e., UN 
Agency Goods); or 

(8) select the goods to be imported, establish their specifications, select 
suppliers, negotiate the prices to be paid, designate any sales 
intermediaries, establish sales commissions, verify prices between 
suppliers and the Government of Iraq or handle funds for the payment of 
goods. 

My colleague, Andrd Pruniaux, will speak in more detail about the performance of 
Cotecna’s role authenticating humanitarian goods and the difficulties surrounding it. 


IL Limited, Technical Role 

The second main topic of my testimony concerns the ways in which Cotecna’s limited 
technical role prevented it fix)m knowing personally about any illegal payments, to either UN or 
Iraqi officials, by suppliers of goods under the OFFP. 


A. Ambiguities in Cotecna’s Mission 

Before I proceed, allow me to highlight three ambiguities in Cotecna’s complex 
mission — ^to explain certain confusions that have plagued public perception of Cotecna’s duties 
and performance. 

First, Cotecna’s inspectors were to verify that the humanitarian goods matched their 
description, and at the same time to evaluate foodstuff as being “fit for human consumption.” 
Cotecna analyzed the foodstuff for radioactivity, heavy metals, microbes and pesticides. 
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However, inspectors were not to verify that foodstuff was of the grade contracted— for example, 
“Grade A.” Again, the “fit for human consumption’’ assessment was developed for and specific 
to the OFFP. 

Second, while the UN’s 1998 RFP and contract were vague as to Cotecna’s mandate in 
inspecting goods, Cotecna insisted in visually inspecting 100% of shipments that it authenticated, 
using random detailed examination of up to 10% of the goods in each shipment. Cotecna also 
laboratory-tested all foodstuffs for fitness for human consumption in its laboratories in Jordan 
and Turkey. 

Third, in support of the overall OFFP “objective,” the 1998 contract has Cotecna provide 
services, equipment and materials enabling an unnamed party to verify and confirm that the 
“value” of the goods met the requirements of the 661 Committee.® The same contract’s 
description of Cotecna’s “scom of work,” however, does not provide for Cotecna itself to 
determine the goods’ “value.’^ Indeed, as stated in the Independent Inquiry Committee’s (“IIC”) 
February 3, 2005 Interim Report, the OEP-NY, not Cotecna, was responsible for “key elements of 
the oil and humanitarian contracts, including price and quality of goods,” as well as “fairness of 
price and end-user suitability ” (pp. 32 and 189). 

Given these three examples of ambiguities, and there were others, the role that Cotecna 
inherited had design flaws. 


B. Efforts to Expand or at least Clarify Cotecna’s Role 

While “authentication” was thus not mere rubber stamping, Cotecna after 1998 proposed 
to UNOIP to expand Cotecna’s scope of work, both to fill perceived gaps in the system and to let 
Cotecna pursue the business opportunity presented to provide more extensive services. Cotecna 
did not propose expansion in response to the UN’s 1998 RFP, because deviation firom the UN’s 
specifications would likely disqualify Cotecna fiom being considered. Instead, after contract 
performance was already underway, Cotecna proposed to broaden the scope of work at least 
twice to include, among other things, price verification and more thorough inspection techniques. 
First, Andre Pruniaux orally made the proposal to Mr. Farid Zarif to assist UNOIP in price 
verification during a general meeting with UNOIP staff in New York sometime in 2001. 

Second, in early 2002 Andre Pruniaux presented Cotecna’s scarmer activities (specifically, 
presenting a CD-ROM of Cotecna’s operations in Ghana and Senegal), highlighting the use of 
such a machine for container shipping, especially at the port of Umm Qasr and in Trebil. 

It is my understanding that the UNOIP declined because UNOIP saw itself as responsible 
for assessing contract value. Thus, it did not see the necessity for Cotecna to perform price 
verification. Additionally, UNOIP believed that any price analysis by the independent inspection 
agents would risk embroiling them in conunercial disputes between suppliers and the Iraqi 
government. 


‘ See Contract PD/CON/324/98, Art. 3, SA006503. 

’ See Contract PD/CON/324/98, Art. 4.3, SA006504. 
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Even if we accept the OFFP’s design at face value, though, the UN drafted the 1998 
contract imprecisely. To overcome the 1998 contract’s drafting problems, numerous 
communications made between UNOIP and Cotecna, but never formalized by contract 
amendments, established Cotecna’s limited, technical role. To name just a few ways in which 
communications between UNOIP and Cotecna clarified our OFFP obligations, I would highlight 
agreements whereby UNOIP; compensated Cotecna for having to use Lotus Notes instead of a 
more appropriate (Cotecna’s own) information technology system; dropped the mobile 
laboratory contractual obligation; elected not to have Cotecna provide a “Chemist” in Iraq; 
allowed temporary man-day shortages during a transitional phase; adjusted inspector shifts at 
certain sites to correspond with border opening times and the times that Iraq officials were 
available to receive goods; first prevented Cotecna from authenticating goods at Umm Qasr until 
the receiver had removed them from the port, then later allowed authentication of goods 
immediately upon inspection, thereby resolving the problem of authentication delays; and 
ordered Cotecna to authenticate “retroactively” certain “stranded goods” that Cotecna never 
visually inspected but that were in transit when Cotecna was instructed to evacuate the camps 
following the coalition forces’ intervention in 2003. Cotecna has, from the begiiming of this 
investigation, provided documentation substantiating such points. 


C. Cotecna’s Inability to Detect Illegal Payments by Suppliers 

Mr. Chairman and distinguished Members, your kind invitation to testify asks me to 
describe my personal knowledge, or my company’s knowledge, if any, of illegal payments by 
suppliers to either UN, Cotecna or Iraqi officials. Let me state unequivocally: I and my 
company have no knowledge of any such payments to anyone. As I have elaborated in my 
testimony, we as inspectors with a limited and technical role were not in a position to have such 
knowledge. 


HI. Employment OF Kojo Annan 

The third and final portion of my testimony today addresses our employment of Kojo 
Annan, his duties and the fact that he played no role whatsoever in helping Cotecna obtain the 
UN contract. Indeed, Kojo Arman’s work for Cotecna had nothing to do with the OFFP. He 
worked on African business exclusively. I would ask you, therefore, to view our relationship 
with Kojo Arman in its correct and African context. 


A. The Nigerian Business Context 

In order to better understand Kojo Arman’s work at Cotecna, we are providing a timeline 
captioned “Business Environment in Nigeria and Ghana,” which places his work in its proper 
context — West Afiica.® I would highlight the following events, in particular. 


® See Appendix D: “Business Environment in Nigeria and Ghana.” 
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Cotecna won its first government pre-shipment inspection contract with Nigeria in 1984. 
The Nigeria business has since then been either ie most important contract or one of the most 
important contracts for us. Cotecna hired Kojo Annan in 1 995 to work in Lagos, Nigeria on pre- 
shipment inspection and, later, as a junior liaison officer, on Afiican business development. In 
April 1997, the Nigerian administration terminated Cotecna’s contract. As a result, Cotecna 
significantly downsized its Nigerian operations in Lagos, where Kojo Annan was employed. 
Since there was no position for Kojo Annan in Lagos, we offered him another position in 
Niamey, Niger. Kojo Annan declined this offer and resigned from Cotecna in December 1997 to 
pursue other interests. 

Because of his value in marketing in Nigeria and Ghana, Cotecna offered Kojo Annan a 
ten-month consultancy agreement in March 1998. He accepted. In that capacity, he covered a 
Non-Aligned Movement (“NAM”) meeting in Durban, South Afiica in late summer 1998. He 
also was in New York during the UN General Assembly meeting in the fall of 1998 to develop 
Cotecna’s relationships with the African leaders likely to attend the activities at these meetings. 

I can assure you that in his capacity as a consultant to Cotecna, Kojo Annan covered these 
meetings not to market the UN itself but to pursue contacts with African delegates and their 
associates attending these events. 

Around the same time, in October 1998, 1 sought to limit the activities of Kojo Annan 
pursuant to his consultancy agreement. Because I did not consider continuing the existing 
remuneration structure to be cost effective, I allowed Kojo Annan’s consultancy agreement with 
Cotecna to expire by its own terms at the end of 1 998. 

On January 11, 1 999, Cotecna sought to extend and make enforceable the non-compete 
clause of Kojo Annan’s consultancy agreement in order to prevent him from offering his 
business contacts and any proprietary business information to competitors at a time when 
Cotecna was actively pursuing important inspection contracts in both Nigeria and Ghana. To 
enforce the non-compete clause under Swiss law, Cotecna was advised that it had to pay 
reasonable compensation to Kojo Annan. Cotecna did not regain the Nigeria pre-shipment 
inspection contract until June 1 999. Cotecna also concluded a Destination Inspection contract 
wii the Government of Ghana in 1999. From 2000 until present, Cotecna has been engaged in 
negotiations also to provide Nigeria with Destination Inspection services requiring a substantial 
investment for new technologies. This highlights why Kojo Annan’s non-compete agreement 
continued to be important. 

Cotecna has previously produced, for this Subcommittee, documents maintained by 
Cotecna in Geneva Switzerland and Lagos, Nigeria, in connection with work performed for 
Cotecna by Kojo Annan. Kojo Annan was not involved in Cotecna business outside of Africa. 


B. Timing of the UN’s 1998 RFP 

There has been press speculation about the timing of the UN’s RFP in 1 998 and 
Cotecna’s relationship with Kojo Annan and the question as to whether this relationship 
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influenced the OFFP tender process. This could not have been the case, as Kojo’s work for 
Cotecna was restricted to Affica-related projects alone. 

As one of the few qualified inspection companies worldwide, Cotecna learned of the 
UN’s October 9, 1998 RFP as per standard procurement procedures. Further, Cotecna had in the 
past won UN projects, was an approved vendor, had won the 1992 bid and had been invited to 
bid again in 1996. In 1998, the UN faxed the RFP to various inspection companies, including 
Cotecna, which received the RFP through its Reston, Virginia office (since closed). The RFP 
was then forwarded to Cotecna in Geneva for the preparation of the bid by the most appropriate 
team, which did not include Kojo Annan. Before this time, no one fijom ffie UN had specifically 
informed Cotecna that the contract would be up for tender, although as part of general business 
development and the previous requests for tender, we retained an interest in the project and 
inquired periodically about the possibility of bidding for subsequent phases. 

During contract negotiations, neither I nor any other Cotecna employee mentioned to 
anyone at the UN that Cotecna had employed Kojo Annan. Mr. Annan’s employment in Nigeria 
did not relate to contract negotiations for technical services outside of the Afiican market. 
Moreover, mentioning Mr. Atman seemed irrelevant. 

Finally, I note a paradox; Some people might fault Cotecna for having not mentioned 
Kojo Annan’s employment dining the RFP process. If Cotecna had mentioned Kojo Annan’s 
employment, however, the same people would probably condemn us for that. Meanwhile, to 
suggest that Cotecna should have either fired Kojo Annan or not bid on the UN’s 1998 RFP 
would perpetrate an injustice on him or on the 4,000 other employees who depended on the 
company’s survival. 

To the best of our knowledge, Cotecna was awarded the contract in 1 998 on the basis of 
our proposal, which offered the most cost-effective solution, technical expertise and experience 
in harsh working conditions. 


rv. Conclusion 


In conclusion: 

( 1 ) the inspection mission in the UN humanitarian programs for Iraq changed 
between 1992 and 1998; 

(2) Cotecna’s limited technical role would not place it in a position to detect 
illegal payments; and 

(3) Cotecna’s employment of Kojo Arman had nothing to do with Iraq and 
everything to do with West Africa. 

Thank you for this opportunity to shed light on these important subjects. 
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Appendix A 
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OPSFAX I lMiae/ 003 /ca 


TO! . cotecna Inspection 8, A. 

Geneva, Switzerland 
?XX 4122-786-3920 

ATTH!HH, 2.G. Kassay, Chaiman 

5U3J2CT! Contract ior Srio« Virilication and Inspection Barviota - 

- iRQ/ji/asi ■ 


I have the pleasure to infcra you that VHD?/0?S has now 
conpleted the evaluation end selection process 2or an 
inspection agent t'o petfora price verification end inspection 
services under the United Kations ' schene for Bonitorlng the" 
purchases of huaanitarian heeds by the government of Iraq, and 
that the proposal froa Cotecna Inspection E.A. has been 
selected. 

UXD?/0?B is now awaiting the green light froa the United 
Kations in order to proceed with the activities. However, in 
view of the need for readiness for the start-up of operations j 
I would appreciate your contacting Hr. Jorge Claro of this 
office soonest. UHD?/0?3 would like to finalize the detailed 
aspects of the services, end in particular, the coaaunications 
networX and information recuireaer.ts , sc that they Bay be 
incorporated into the contract documents. 

I look forward to our successful collaboration in this 
endeavor. 
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'^togsaxm do los Nadones TJiddas 
pcoaelZ^scsTolb 


Ofidoa de Senddos poia ?(oy«ctos 



Desanolld Mundicd 



Subject: 


With reference to our discussions on the above subject, I am 
pleased to send you herewith a revised draft of the contract which 
OPS would sign with Cotecna for price verification and inspection 
services relating to the procurement of humanitarian goods by Irag. 


Although in this version of the contract we have included many 
of the paragraphs of your initial draft, please have your, staff 
review the various steps in the inspection process and make sure 
that the technical language is correct. As you can appreciate, we 
have tried to accommodate your draft while still staying within the 
framework and language of . the Security Council resolution^. . 

We still must obtain final clearance from the United Hatiohs 
Office for Legal Affairs, so there might be some modifications 
later on. I am confident, however, that the basic structure and 
provisions would not change much. Of course, certain fine points 
will have to be added once we have confirmation that the Iraqi 
authorities accept the resolutions and any modifications are made 
in agreement with the UN. 

I have addressed a question to Mr. Mats in Reston concerning 
the possibility of post-landing Inspections taking place at storage,' 
or distribution sites inside Iran rather than at entry point s^ Of 
course, this, too, would be spelled out clearly in the contract 
should this become the final modus operand!. 



Mr. E.G. Massey 
Chairman 

COTECNA INSPECTION, S.A. 
Case 244 

1211 Geneva, Switzerland 



220E®14aida»eV Hlh Floor • Newlfc*. NY 10017 • MolcoorCiaaiaSSOO • Biecdm CdOef/An-. BNOMNEWYCm 

PAX;Km4omdoCI2)S064501;CompraS12)50SaS02-YaE[;66Z233 OPS UNDP; 645495 OPSUHDP; 824608 OPS UNDP 
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Office for Project Services 


Kindly let »e have your coaments on this document at your 
earliest convenience so that we may continue with the process. .... 
A copy of this letter and ' attachments are . being sent to ;Hr.. -joe 
Hatz. 


Vours sincerely, 



Jorge Claro 
for Project Coordinator 
BOL/88/003 
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Appendix B 


draflof 15May 


AGREEMEhn" made on the day of , 1992 betoeen the UnHed Nations 

Development Programme, Office for Project Services (hereinafter “UNDP/OPS”), located at 220 
East 42nd Street, New York; New York, USA and .Cotecpa InspecUon SA, a corporaHon 
incorporated In Geneva, Switzerland, vyith an address at68,.rue ds.laterrassffire, Case Postaie 
244, 1211 Geneva 6, Switzerland (hereinafter "Cotecna"). 

WHEREAS, 

(i) The United Nations Security Council has passed certain resolutions to permit the 
Government of Iraq to Import humanitarian needs In an othervdse embargo 
sltgaflon; 

(ii) The Government of Iraq has accepted those resolutions and has agreed to a 
scheme to Implement the purchase of such humanitarlari needs; 

(lii) UNDP/OPS Is assisting the United Nations by overseeing the external monitoring 
of purchases of humanitarian needs by the Government of Iraq; . 

. (iv) UNDP/OPS is In need of the services of an Inspection firm to undertake price 
verification and inspection services as part of the external monitoring; and 

(v) . Cotecna is ready and willing to undertake price veikication services, as well as 
pre-shipment and post-landing inspections, as specified below of any and all 
goods purchased by Iraq in accordance with the Security Council resolutions. 


NOW THEREFORE IT IS HEREBY mutually agreed as follows: 


Contract Documents 

1. The overall Agreement between the parties (“the ' ContracfO consists of the 
following documents (The Contract Documents“) which, in case of any contractual Inconsistency 
between the provisions, shall prevail In the following order: 

a. This agreement: 

b. UNDP General Tenns and Conditions (Annex A); 

c. UNCITRAL Abltratlon Rules (Annex B); 

d. The UNDP/OPS Request for Proposals. December 17, 1991 (Annex C); and 

e. Cotecna’s Technical and Price Proposal, dated January 14, 1992 (Annex D). 


Contract between UNDP/OPS and Cc^enca 


Page 1 of 6 
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2. This Contract embodies ttie enfta undemtanding of the parties regarding the 
subject matter hereof. /U1 prior representations and agreements, whether written dr oral, have 
been merged into and replaced by this Contract. 

a No modification of, or change in, this Contract, or waiver of any of its provisions, 
or additional contractual relationship with Cotecna shall be \mlid and enforceable unless such 
modicaBon, change, waiver or additional relationship be agreed upon In writing by the 
authorized offidsds of both parties. . • - 


RestxinsIbIliHes of Cotecna 


Item and Price VerfficaBon 

4. On the basis of a written request from UNDP/OPS with supporUng documents such 

as the Purchase Order contract or info'rmaBon from the supplier as to the detdis of the order, 
whether or not in Bie form of a pro-forma invoice, Cotecna shall undertake a verifioation of alf 
items being purchased by Iraq to ensure that they are contained on the list of approved goods 
authorized by the United Nations Security Council. 

e. if Cotecna finds that the Items are contained on the list of approved goods, then 
price verification shall be performed. H the Items are found to not be on the approved list, 
Cotecna shall so notify UNDP/OPS, 

6. Cotecna shall carry out a price verification of the items in the country of supp^, 

taking Into account the country of origin. ' The price verificatlori shall be conducted according. to ■ 
the guidelines stipulated In the I.F.IA Code of Practice. ' ■ - 

7. In countries where the- price comparison Is subject to legal restrictions it Is 
understood that this service shall be performed within the framework of exisBng laws of those 
countries but any such limitation shall be reported by Cotecna to UNDP/OPS. 

8. Upon completion of item and price verification, Cotecna shall Issue to UNDP/OPS 
a Prevailing Price Report, Indicating whether or not the price corresponds witWn reasonable limits 
with die export price levels generally prevailing in the country of supply, or, where applicable, the 
world market. 


Pre-Shipment Inspection Services ■ • 

9. . Upon written request from UNDP/OPS, Cotecna shall carry out physical 
inspections of the goods in the country of supply at the site or location agreed upon between 
Cotecna and the Supplier/Exporter, having due regard to the exporter’s need for economy and 
expeditious movement of goods. More specifically, goods may be inspected at points of 
production, storage or shipment. Cotecna shall be given at least five (5) working days notice of 
availability of the goods to commence any physical inspection. 
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1 0. Cotecna shall carry out the physical Inspections In respect of quality, quantity and 
IrOjeltlng of goods to be Imported into Iraq and shall satisfy itself ttratthe goods to be supplied: 

(a) Conform In respect of quality and quantity specfflcattons with all the terms 
of the contracts agreed between Iraq and the suppUer/exporter; 

(b) Conform, In the case of goods where no standards have bean established 
In the contract or country of supply, with reputable International standards or national ^andards 
to be chosen at the sole dlscre^n of Cotecna; 

(c) Conform In respect of United Nations , Security Council labelling 

requirements. 

11. The Pre-shipment Inspections shall be perfonned In accordance v^h recognteed 
intemafionat standards for such Inspections. 

12. Following pre-shipment Inspectiqnr Cotecna shall take measures to deter 

substitution of Inspected goods, including sealing of shipments where practical. 

1 3. Upon satisfactory completion of pre-shipment Inspection, whidi also Includes a 
review of the exporter’s duty signed and stamped shipping documents, Cotecria shall issue a 
Clean Report of Findings to UNDP/OPS. 

1 4. In the event that any irregularity, defect, or discrepancy beyond reasonable limits 
is detected during inspection, Cotecna shall first undertake to resbNe the problem with the 
supplier/exporter. If the problem cannot be resolved, Cotecna shall issue a Report of Findings 
whichdetailstheirregularity', defector discrepancy. ■. 


Post-Landing Inspections 

1 5. Cotecna shall cany out an inspecBon of goods upon anlval at entry points to Iraq 
and Shan satisfy itself that the goods conform to the quantity, quality and labelling as found 
during the pre-shipment inspection. 

16. The InspecSon shall involve a quantity inspection by weight or by count, as well 
as a quality inspection Including visual Inspection, sampling, and, if required, analysis. 

17. Cotecna shall verify that ail goods are properly labelled, in accordance with United 
Nations Security Council resolutions. 

18. Upon satisfactory corhpletion of the post-landing Inspection, Cotecna shall issue 
a Clean Report of Findings to UNDP/OPS. 

19. In the event that any irregularity or discrepancy beyond normal commercial 
practice or beyond reasonable limits Is found. Cotecna will so Inform UNDP/OPS in lieu of Issuing 
a Clean Report of Findings. 
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IntormaUon System 

20. • Coteofia shall develop at its expense the necessary softvrare to monitor all 
requests for price verification and Inspection sei\rices and proykts UNDP/OPS with access to the 
system for information exdiange purposes. 

21. in addirion, the information system should be able to extract progress reports 
which shall be Issued on a ■<Derlod> basis, detailing by category ot goods, a listing of the 
orders placed and theirstatus, any irregularities, dates of shipment, arrival, and any other relevant 
information wWc^ m^ be required by the United Nations Secui% Council. 

22. Cotecna shall arrange for regular courier senrice for the tiniely dispatch of 
documentation between Cotecna and UNDP/OPS. 


Reports 

~ 23. ' lnadditioiitotheprogressreportsiiid[catedinparagraph20,above,Cotecnashall~ 
issue other ad hoc reports, as may be required by UNDP/OPS, as well as a final report upon 
completion of the senrioes under this contract 


Personnel- 

24 Cotecna shall provide the following personnel who will manage Its aoti\ritles 
throughout the period of the Cotjtraol; 

(a) - (Name) (Location) 


Cotecna shall not change the management team without prior agreement of 

UNDP/OPS. 

Privileges and Immunities 

25. The provisions ot paragraph 7 of Security Council Resolution 712 (199t) which 
relate to priwieges and Immunities shall apply to all persons, natural or Juridical, Including agents, 
txrntraotors and their personnel, performing services under this Contract. 


Non-Performance 

26. In the event that UNDP/OPS determines that Cotecna Is unable to perform or 
execute any single Inspection request, UNDP/OPS reserves the right to instruct an altemative 
(standby) inspection agency to execute such Inspection. UNDP/OPS will advise Cotecna in 
writing of the action so taken, stating the nature of the Inspection, the items to be inspected, the 


Conltaot behyeen UNDP/OPS and Colenca 


Page 4 of 6 


SA016415 




83 


place and dates for the Inspection, and the name of the standby inspection agency appdnted 
to execute the inspecOon. 

Other ResDonsibHrties of Cotecna 


27. (a) In carrying out its obligations under tNs Contract, Cotecna shall exercise due 

care and dffigence, and bring to bear upon each trapsacdlon professforral skill; expertise ar)d ; 
relevant experience. 

(b) In any event where a third party has undertaken a Pre-Shipment inspection on 

behalf of Cotecna or at the request of Cotecna, then Cotecna Shan be liable In respect of all the - 
material findings, advice or opinion rendered by such party v^ln the terms and limits of this] ; 
Contract except as qualified below. In this regard, third party* Shan Include any firm or 
corporation directly or Indirectly associated with Cotecna, regardless of whether it Is a holding 
company, subsldl^ company or other company. - . 

(c) The liability of Cotecna for proven gross negligence under paragraphs (a) and ' 
(b) shall be llmiled to three (3) times the fees payable on the FOB value of the consignment and 
such liability sh^l not prejudice the importer’s rights or actions against suppliers under the 
commerdal agreement In conducting price verificallon. ' Cotecna may rely bn Information It 
obtains from third parties, including sources located In the country of origin or supply. Cotecna 
shdl not be li^le for the inaccuracy of any information K obtains from third parties, unless it 
should haverknown. -by acting with due care and diligence; that the Information was Iriaccurate. 

' (d). Proven gross negligence on the part of Cotecna shall be considered a matedal 
breach of this Contract, and; notwithstanding ariy financial liability attributable to Cotecna; - 
UNDP/OPS may terminate this Contract. 


Responsibnities of UNDP/OPS 

28. UNDP/OPS will provide Cotecna all Security Council resolutions and decisions 
which shall be pertinent to the services to be provided. 

29. UNDP/OPS will provide the lists of goods which have been approved by the 
Security Council for purchase by Iraq. 

.30. UNDP/OPS will provide Cotecna on a monthly basis the official United Nations 
rates of exchange which shall be used to determine the US Dollar value of all purchase orders 
issued by Iraq. 
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Fees and Terms of Payment 

31 . In consideration of the services rendered by Cotecna, UNDP/OPS agrees to pay 
Coteaia as follows: 

(a) For Price Verification Services, as described In paragraphs 4 to 8, above, 

a fee eqiHvalent to % of the FOB value of the proposed goods to be Imported. 

. Pr) ■■ ForJ?rfeShtomentlnsDecllonSetvlees. as desorlbedfnDaragraphe 9tod4.-- 

above, a lee equivalent to % of the FOB value of imports rovered by each Cotecna Report 

of Findings. 

(c) For PostTandina Inspection Sendees, as described In paragraphs 15 to ■ 

19, above, alee equivalent to % of the FOB value of the Imports covered t^each Cotecna’ ; 

Report of Findings. 

(d) ■ For each shipment there wdll be a minimum fee of US$_. 

32. (a) All fees due to Cotecna shall be paid monthly, on a net 30 days basis, 
upon receipt by UNDP/OPS of an Invoice Indicating the total number of Reports of Fliidings 
Issued during the billing period and the total value of the Reports of Finding. 

(b) Invoicing by Cotecna' shall be In US. Dollars, using the offldal United 
Nations rate' of eirchanga prevailing on the. date of each Report of Findings. 

Period of Contract ' • 

33. This Corrtract shall be effective upon signature by both parties and shall continue, 
unless terminated by either party In accordance with the termination provisions contained in this 
Contract, until such time as the monitoring scheme concludes. 


Termination of Contract 

34. In addition to the termination provisions set forth In paragraph of the UNDP 

General Terms and Conditions (Annex A), UNDP/OPS reserves the right to terminate this Contract 
in accordance vvith decisions by the Government of Iraq or United Nations Security Coundl 
decisions and resolutions wWr^ may affect the nature and scope of the UN monitoring 
operatioris. UNDP/OPS also reserves the right to terminate the Contract without prejudice for 
any material breach by Cotecna 
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Appendix C 

COTECNA’S AUTHENTICATION SERVICES IN IRAQ 
PARTIAL GLOSSARY 


To support documentary controls (for authentication), Cotecna provided the following 
“inspection” services; 

• Quality Inspection 

Only for foodstuffs, we took “samples” (see SOPs) for laboratory analysis to 
verify that the imported goods were “fit” for human consumption only . Criteria 
were jointly designed by Cotecna and UNOIP. 

Note: We performed no quality inspection on medicines; however, we did some 
sampling. Sampling of medicines was discontinued in 2000 at UNOIP’s request; 
in any event, we never tested medicines. 

• Quantity Inspection 

We performed physical visual inspection on all imports (containers, bulk, general 
cargo, holds or hatches on the vessels, etc.) 

For bulk cargo (mostly foodstuffs), we relied on local equipment (weighbridges, 
forklifts, etc.), since the Iraqis had refused to let us bring or install our own 
equipment. 

We performed detailed examinations of up to 10% (in number), sometimes more, 
depending on the goods. We would break the seals, open the trucks, enter the 
containers, count packages/items, identify markings, check dimensions, open 
some packages, take photos, take samples, etc. 

Note: Special procedures ^plied to oil spare parts. These were inspected by 
Saybolt at end use sites. 
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Appendix D 


Cp QIT^Si Cp IM Ak 


19 January 2005 


BUSINESS ENVIRONMENT IN NIGERIA AND GHANA 


1974 

1984 

Sept. 1984 
1988 

Eariy 1994 
July 1995 
Sept. 1995 

Dec. 1995 


Jan. 15, 1997 

Feb. 1997 
April 1997 


Cotecna established to perform private commercial inspections 

Cotecna bids on its first Pre-Shipment inspection (“PSI") with the 
Government of Nigeria 

Cotecna wins Nigerian PSI contract 

Cotecna signs its second PSI contract with Kenya 

SGS buys majority shares of Cotecna 

Kojo Annan’s CV presented to Cotecna 

Cotecna confirms that Kojo Annan would begin PSI training in its UK 
offices on Oct. 9, 1995 

Employment contract as Junior Liaison officer in Lagos Nigeria with Kojo 
Annan executed for 3-6 months with possibie extensions. Duties to 
inciude the operations and development of the activities of Cotecna's 
Lagos Liaison office. Responsible for day to day operations, reporting to 
the Chief Liaison Officer and Liaison Officer 

Kojo Annan promoted from Junior Liaison officer to Assistant Liaison 
Officer in Lagos 

Effective March 10, 1997, Kojo Annan to assume the positton of 
Assistant Manager Marketing in Lagos for the Nigerian PSI contract 

Nigerian Government directs Cotecna to stop its activities in the frame of 
the Nigeria PSI contract 


April-Aug 1997 
Oct 1997 
Late 1997 


Dec. 1997 
Dec. 18 1997 


Cotecna phases out its PSI operations in Nigeria 

Massey family buys back 100% of Cotecna from SGS 

Cotecna seeks to build bridges with Nigerian Government to regain PSI 
business 

Kojo Annan submits his resignation as employee effective Dec. 31 , 1997 

Letter from Cotecna confirming Kojo Annan’s contract terminated 
effective Feb. 28, 1998 
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March 1998 

December 1998 / 
January 1999 

June 1999 

1999 

2001 

May 9, 2001 

July 5, 2001 
June 2002 
Jan. 2003 
Feb. 25, 2003 

June 26, 2003 
March 2004 
July 30, 2004 

Sept. 29, 2004 

Present 


CNA 


19 January 2005 


Consultancy Agreement with Kojo Annan, effective for 10 months 

End of KoJo Annan consultancy agreement. Kojo Annan signs a non- 
compete agreement 

Cotecna resumes its Nigeria PSI contract 

Cotecna introduces X-ray scanners and Destination Inspection ("Dl") 
Program in Ghana 

Nigeria copies Ghana Dl program 

Nigerian issues RFP for Provision, Installation and Operation 
Management of X-Ray Scanning Equipment and Risk Management for 
Nigerian Customs 

Cotecna's bid to Nigerian Government presented 
Cotecna's second bid to Nigerian Government 
Cotecna’s third bid to Nigerian Government 

Nigeria awards Cotecna contract for Provision, Installation and 
Operation, Management of X-Ray Scanning Equipment and Risk 
Management for Nigerian Customs 

Agreement between Federal Republic of Nigeria and Cotecna signed 

Last payment to Kojo Annan under non-compete 

Cotecna officially informed of a new RFP issued by the Nigerian 
government within the framework of the existing contract in order to 
ailow additional companies to operate 

Cotecna's preliminary response to the Request for Proposais (RFP), 
making recommendations with continued operation with additional 
operators 

Awaiting decision from Federal Republic of Nigeria to decide on 
additional operators. 
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Statement by Andre Pruniaux 

to the United States Senate 
Permanent Subcommittee on Investigations 
Committee on Homeland Security and Governmental Affairs 
February 15, 2005 


Mr. Chairman and distinguished Members of the Subcommittee, thank you for inviting 
me to speak today. My name is Andrd Pruniaux. I served as Senior Vice President of Cotecna 
Inspection S.A. between 1998 and 2004. As such, I managed Cotecna’s operations in Africa and 
the Middle East, including its work as independent inspection agent for humanitarian goods in 
the United Nations’ Oil-for-Food Program (“UN-OFFP”). 

Today, I will discuss three subjects; 

(1) the negotiation and execution ofthe December 31, 1998 contract between 
the UN and Cotecna; 

(2) Cotecna’s implementation and performance of the contract; and 

(3) internal (Cotecna) and external (UN) monitoring and oversight of 
Cotecna’s performance, with a particular focus on how, during the 
authentication process itself, daily interaction between Cotecna and the 
Office of the Iraq Program (“UNOIP”) responded to circumstances 
presented at the border sites. 

In addressing these three subjects, I will concur with all that Mr. Robert Massey has said 
but hope to add more details substantiating his statement that Cotecna did its job well and frxlly 
in accordance with its mandate. 


I. Negotiation and Execution of Cotecna’s December 31, 1998 Contract 

To begin with the negotiation and execution of Cotecna’s December 31, 1998 contract, I 
would make two main points, in addition to Mr. Robert Massey ’s “big-picture” observation that 
the scope of our work was, by virtue of the program’s design, ultimately misconceived; first, 
that a vaguely worded RFP complicated Cotecna’s early contract negotiations; and second, that 
miscommunication between separate UN units — specifically the UNOIP, the Procurement 
Division (“PD”) and the Office of Legal Affairs (“OLA”) — ^made contract amendments 
sometimes occur sporadically, by oral agreement or ad hoc written communication, rather than 
by formal documentation, and created long delays in the decision-making process on the ground. 
Both the vague RFP and the failure to formalize the UN’s evolving instructions to Cotecna 
caused at times a disconnect between the formal contract language and our contractual 
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obligations (e.g., there were no clear definitions in the foimal contract for such terms as “Fit for 
Human Consumption” and “Authentication”). 


A. Contract Negotiations as Complicated by a Vague RFP 

First, the UN worded its 1998 RFP very broadly [see the UN’s October 9, 1998 RFP, 
SA012845-63]. For example, the RFP did not impose on bidders any information technology 
system or specific telecommunications obligations. For this reason, and because the 1998 RFP 
also set forth an unusually short initial contract duration of only six months, Cotecna based its 
original 1998 bid ($499 per inspector per day) on Cotecna’ s own proposed information 
technology systems and telecommunication facilities. 

In December 1998, however, the United Nations revealed, for the first time, a specific 
requirement for the contractor to use Lotus Notes instead of Cotecna’s own systems, which we 
had developed over a number of years for a variety of inspection projects and tended to 
customize depending on project demands. We would be pleased to provide the Subcommittee 
with details of the type of technology that our original bid anticipated if this would be helpful. 
Because Lotus Notes would involve large, previously unforeseen operating expenditures (for 
example, telecommunication costs) associated with the time-consuming replication requirement 
that the Lotus Notes systems demand, Cotecna and the UN’s PD on December 24, 1998 agreed 
that the UN would pay Cotecna additional compensation to address the Lotus Notes issue. This 
agreement became Amendment 1, which Cotecna did not sign until 29 March 29, 1999 and the 
PD until April 21, 1999 [Amendment 1 to PD/CON/324/98, SA006344-49; notes and e-mails 
regarding Amendment 1 and related Dec. 1998 negotiations appear in SA012792-809, 
SA012819-25. SA012921-24, SA012932 and SA012934-62]. 

Cotecna thus did not learn about the Lotus Notes requirement until December 1998, when 
Cotecna visited New Y ork three times. Two of those visits took place after the UN had 
shortlisted the company for consideration. During the first visit, which Mr. Robert Massey led, 
Cotecna had presented its proposal. During the second and third, led by Mr. Elie Massey and 
me, respectively, negotiations sought to clarify the limited, technical role in more detail and to 
address the unexpected imposition of Lotus Notes (with related cost and communication 
implications). 

From the outset Cotecna would have preferred for the original RFP to have set out a more 
detailed scope of work — especially as, in hindsight, the UN was requesting non-standard 
services, as contrasted with traditional Pre-Shipment Inspection and Destination Inspection, in a 
harsh and unstable operating environment. Furthermore, the UN insisted that tenders be 
submitted on a fixed per man day pricing basis, which was also to accommodate significant up- 
fi-ont capital expenditure. As such Cotecna assumed very significant risks. Indeed, the 
vagueness of the UN’s 1998 RFP in the context of a program which had been in operation for 
two years was not standard business practice. It is therefore surprising in retrospect that the UN 
did not provide a more detailed and comprehensive specification as regards information 
technology and commimications requirements, physical infrastructure, existing and required, as 
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well as Standard Operating Procedures (“SOPs”). This specification would also have ensured 
that the UN analyzed tenders on the basis of a common understanding and even playing field. 


B. Fragmented UN Approach 

Second, separate UN offices handled contract negotiation (PD), operational issues 
(UNOIP) and legal services (OLA). These three UN departments did not necessarily agree or 
communicate with each other. As a result, UN decisions routinely “amending” Cotecna’s 
obligations, after our performance began on February 1, 1999, did not always cement themselves 
in formal written amendments. Like the ambiguities in Cotecna’s mission, about which Mr. 
Robert Massey has already spoken, this institutional fi-agmentation can explain some of 
confusions that have swirled around public perceptions of Cotecna’s duties and performance. 
One should not misconstrue as non-performance by Cotecna the UN departments’ failures to 
communicate with each other and record operational adjustments. In no material instance did 
Cotecna act without the instruction and agreement of the UN, to which our contract obliged us to 
report exclusively in all aspects of our duties. 


II. Implementation and Performance of Cotecna’s Contract 

My second subject for today’s testimony concerns implementation of the contract and 
performance of Cotecna’s contractual obligations. 


A. Implementation 

With regard to implementation, I would highlight five initial hurdles that Cotecna 
overcame; 

(1) handover issues; 

(2) generally harsh conditions; 

(3) a continual need to clarify contractual obligations; 

(4) differing views about how best to perform the job without compromise; 
and 

(5) limitations of the Lotus Notes database. 

First, regarding handover issues: Upon wirming the contract, Cotecna received no 
existing operational documentation from Lloyd’s or the UN, including SOPs. Those OFFP 
records that Cotecna did inherit were in disarray. Nor did Cotecna receive information regarding 
the performance of Lloyd’s. We now know, for example, based on an OIOS audit report that the 
Independent Inquiry Committee (“IIC”) into the UN-OFFP posted on its website January 10, 
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2005, that the UN did audit the perfoimaace of Lloyd’s {see AP98/17/5]. Despite this prior 
audit, Cotecna did not gain, in any meaningful or coordinated way, the benefit of the trial and 
error of the preceding two years of work as carried out by Lloyd’s and the UNOIP. 

Second, regarding generally harsh conditions: I have already publicly testified, in 
another forum, that the general working and living conditions for Cotecna inspectors were harsh, 
and the environment hostile [see Andre Pniniaux’s October 5, 2004 testimony before the U.S. 
House of Representatives, Subcommittee on National Secruity, Emerging Threats and 
International Relations, Committee on Government Reform]. 

Once on the grormd Cotecna found conditions to be worse than the company had foreseen 
or the RFP had made clear. In part these severe conditions arose because the 1998 bombing had 
caused Lloyd’s to evacuate the sites at short notice, leaving them vulnerable to decay throng 
lack of maintenance. Furthermore, the senior Lloyd’s inspectors and team leaders were almost 
all British and were precluded flom returning to the sites by the Iraqi authorities, acting in 
response to the UK’s involvement in the abovementioned bombings. As such, it is fair to say 
that there was a “brain drain” as certain sites were understaffed or staffed with inexperienced, 
recently hired Lloyd’s inspectors. This situation persisted for approximately three months. The 
consequences included a significant loss of know-how and a backlog of data to be processed. 

Finally, Lloyd’s had developed a parallel IT system (SAMDS — a relational database in 
Microsoft Access 97) for tracking OFFP trade, which Lloyd’s used due to the difficulties 
associated with the Lotus Notes System. When Lloyd’s lost the contract, Lloyd’s removed this 
system and the data contained in it from the sites. These factors hindered a smooth handover 
fi'om taking place. 

Accordingly, at significant financial cost, Cotecna needed to reestablish the requisite 
infiastmcture. Please note, we signed the contract on DecemberSl, 1998 and started work on 
site on Febmary 1 , 1 999, Problems resulting fiom the short lead time were exacerbated by the 
delays in obtaining visas for new inspectors, which resulted in initial staffing shortages. Similar 
and often worse delays were associated with obtaining import permissions for critical equipment 
(V-Sats and radios). Cotecna also absorbed high insurance costs (to the extent that insurance 
was available), costly security measures, and tremendous telecommunications service and 
equipment expenses. 

Many other harsh conditions that Cotecna faced had non-financial implications but led to 
significant procedural hurdles. In particular we had to navigate relations — via the UN’s Office 
of the Humanitarian Coordinator for Iraq (“UNOHCI”) — ^with Iraqi authorities, port officials, 
and Iraq’s Ministry of Trade (“MOT”), in order to process visas, requests for dismissal, etc. We 
also needed to maintain a positive working relationship with the UN Iraq-Kuwait Observation 
Mission (“UNIKOM”), for help during accidents and evacuations, and with Kiurdish authorities 
(as well as with the Jordanian and Turkish officials). Particular logistical challenges resulted 
from direct pressure by Iraqis and travel restrictions when inspectors rotated between sites — all 
of which rotations needed to take into account that entry visas were available only in Amman 
and the travel permits, which were required if inspectors needed to move between sites, were 
issued only in Baghdad. 
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Third, regarding a need for continuing clarification of contractual obligations: Mr. 

Robert Massey has already described the imprecision of such non-standard procedures and 
terminology as “authentication” and “fit for human consumption.” In the absence of an 
established threshold or procedures, Cotecna took great pains to develop standards from scratch. 
Mr. Robert Massey has likewise described Cotecna’s recognition that the OFFP’s design had 
limitations (with respect to Cotecna’s function, an absence of price verification at point of 
import, etc.). UN resistance, however, prevented Cotecna from changing the system. Twice we 
offered price verification services but were turned down by the UN on both occasions. 

Fourth, regarding differing views about how best to perform the job: What Cotecna’s 
contract required (when this was clear) did not always match what Cotecna believed its 
mandated duties to be. For example, in early 1999 Jonas Larsen of the UN once urged Cotecna 
to use risk assessment, an approach that would have had Cotecna visually inspect not 100% of 
OFFP goods, as we did, but only those goods deemed “high-risk.” But risk assessment did not 
suit a sanctions regime. Risk assessment works only when information exists to determine 
which shipments contain high-risk goods. More to the point, risk assessment is typically used as 
part of a customs function, where the aim is to ensure the accurate collection of duties— i.e., 
mitigating a fiscal risk — and where post-entry audit is possible. Risk assessment does not suit a 
system partly intended to restrict the importation of dual-use items — i.e., mitigating weapons of 
mass destruction risks. We note, in passing, that one of the arguments apparently used against 
Bureau 'i^eritas — a French inspection company that Lloyd’s had beat out during the 1996 tender, 
was that Veritas had proposed risk analysis, which did not conform to the 1996 RFP [see 
February 3, 2005 IIC Interim Report, p. 99]. Furthermore, Cotecna and the UN sometimes 
disagreed over the scope of work and level of Cotecna’s authority. Typically, v^dien working 
with governments, Cotecna acts in conjunction with customs officials. That is, there is a 
governmental enforcement entity. Here no enforcement function was present, because Iraqi 
customs had no interest in enforcing a UN sanctions program. Exacerbating the problem, 
staffing levels rigidly set by the UN at each site sometimes clashed with the needs that the reality 
on the ground demanded, whereby certain sites, most notably Umm Qasr, experienced greater 
traffic than others. 

Fifth, regarding limitations of the Lotus Notes database: Without going into technical 
details, which I have particularized in Appendix A to my written statement,' let me summarize 
by saying that the UN imposed a system that was fundamentally unsuited to the task at hand. 

Lotus Notes is primarily a document management and e-mail system. Indeed IBM, the 
current owner, does not recommend Lotus Notes as a database tool. Clearly a task that involved 
the authentication of hundreds of thousands of shipments (and the data associated with them) 
requires a system that can efficiently analyze, communicate and track large volumes of 
information and most of all easily link relevant data sets. The Lotus Notes system that the UN 
imposed on us could not do this. For example: 


' See Appendix A, “Oil For Food Lotus Notes Database Appendix," including a diagram of the Lotus Notes system 
that the UN imposed, contrasted with a system that would have linked key pieces of infonuation and provided a 
more satisfactory audit trail. This document has been prepared by Cotecna’s legal and technical team. 
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( 1 ) Replication, the means by which the UNOff New Y ork and Cotecna Iraq 
synchronized OFFP information via Lotus Notes, took place over 
telephone lines and often took days to be complete — even crashing at 
times. This had very significant cost implications and also compromised 
data and left data gaps. 

(2) The Lotus Notes system did not link key pieces of information to each 
other. Most importantly, the Lotus Database itself did not integrate the 
actual authentication information. This recordation Cotecna did on paper, 
transmitted via fax or sent by e-mail. As such we often had to fax up to 
2,000-3,000 pages per night and needed to develop on the ground reports 
for our own purposes when, for example, individual contracts involved 
multiple shipments. Some contracts involved thousands of individual 
shipments over lengthy periods of time. 

(3) As a result of the above, the Lotus Notes system did not provide an 
automated audit trail. It was only possible to generate an audit trail of 
sorts by a lengthy and largely manual process. This weakness of Lotus 
Notes, of course, makes monitoring performance and reporting almost 
impossible. 

It is also worth noting that the UN did not have the requisite experienced Lotus Notes 
administrator until 2000, at which point the UN recmited a competent expert. 

Furthermore, the UN throughout insisted that it retain complete control over the data 
entry and the structure of the database. Indeed, the data entry that Cotecna undertook was very 
limited and restricted to shipment inspection forms. Any corrections or amendments noted by 
Cotecna would be passed on to the UNOIP via fax or e-mail, and then corrections would be 
made by the UNOff directly and passed back to Cotecna further to a successful replication. 


B. Performance 

With regard to our performance of the contract, I would stress the efforts Cotecna made 
to do the best job possible given our narrow mandate and the challenges presented by the 
realities of implementation and the tools the UN gave us. 

The recently released 2003 OIOS Audit Report made 25 recommendations, some of 
which have been interpreted as criticizing Cotecna’s performance. We attach, as Appendix B, a 
detailed response to all 25 recommendations contained in the Audit Report. Please, let no one 
say that Cotecna has failed to address the Audit Report. We have addressed it. 

Instead of going through our appended written responses one by one, I will here make 
only four general observations. First, the Audit Report’s recommendations sometimes fail to 
grasp the larger context that Mr. Robert Massey and I have described today: Cotecna’s limited, 
technical role, our unsuccessful efforts to assist in price verification, the limited design of our 
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mission, the vague RFP, the failure of certain operational adjustments to record themselves as 
formal contract amendments, and so on. In short, the Audit Report sometimes misimderstands 
the OFFP itself. Second, the Audit Report’s recommendations sometimes arise from 
misinterpretation of our contractual obligations. This misinterpretation is, however, 
understandable — as I have said — given not only the contract’s imprecision but also the 
program’s evolution from 1998 to 2003. Third, the Audit Report does not as often describe 
inadequate performance by Cotecna as inadequate contract drafting or monitoring by the UN. 
When, for example, the Audit Report complains that the UN at first failed to realize a two 
percent discount on the contract price because it did not pay Cotecna’s invoices within 15 days, 
the Report is not raising any concern whatsoever over Cotecna’s performance. Fourth, as I will 
explain in more detail later, UNOEP staff communicated regularly, even daily, with senior 
Cotecna staff. At no time did the UN tell Cotecna, in so many words, that it was not fully 
discharging its contractual obligations. The UN did not give Cotecna a copy of the Audit Report, 
about which the company first learned through media coverage of its release on a website mid 
2004. Only one out of 58 OIOS audit reports raises observations and recommendations relating 
to Cotecna’s performance. Moreover, this Audit Report was an interim and internal working 
document and was the only Audit Report that was unofficially released to the press. Cotecna 
until today has not had the opportunity to respond officially to the misunderstandings in the UN 
Audit Report. Now we feel free to do so, as the OC has officially released the report. 

In any event, as shown by our detailed written response to the Audit Report, as well as 
the thousands of pages of documents that we have submitted to this Subcommittee, we never 
acted in the performance of our contract without either specifically obtaining clearance finm the 
UN or acting at its instruction. 


111. Internal (Cotecna) and External (UN) Monitoring and Oversight 

My mention of the Audit Report leads into my third and final subject today, internal 
monitoring and oversight by Cotecna, and external monitoring and oversight by the UN. I will 
describe internal and external controls separately, then conclude with certain observations on 
how, during the authentication process itself, daily interaction between Cotecna and the UNOIP 
responded well to circumstances presented at the border sites. 


A. Internal Controls Provided by Cotecna Itseif 

As a matter of standard procedure, Cotecna develops SOPs consistent with the 
International Organization for Standardization (“ISO”) reporting structure and standard. Cotecna 
followed this practice in the OFFP work as well. By way of a small example, Cotecna produced 
status reports weekly for UNOIP. These reports reflected the number of trucks and vessels 
processed, the staffing levels at each site, security observations again site by site, and any 
significant events that occurred over the course of the week in question. 

As regards the important function of authentication, we provided authentication sheets to 
UNOIP once a week tmtil April 2001, after which period we switched to daily authentication. 
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We also provided reports on the pending authentications (typically authentications fell into this 
group if there were discrepancies that required resolution — for example, documentary issues, 
database errors and pending actions from suppliere). This means that UNOIP was aware on a 
regular basis (i.e., weekly until April 2001 and daily thereafter) as to the precise level of 
authentications being conducted by Cotecna at every site. 

Cotecna implemented a three-tier management structure to ensure that suitable checks 
and supervision were in place at all times. Cotecna stationed a Team Leader and a Deputy Team 
Leader on each site and an overall Contract Manager first in Geneva until April 2000 and then in 
Amman until the end of the contract. The Contract Manager would visit and audit the sites on 
average every two months and maintained permanent contact with all sites fl»m Amman. One of 
the Contract Manager’s main functions was to ensure that SOPs were being consistently and 
strictly adhered to — in particular as regards the Field Inspection Manual (“FIM”). Please note 
that this position was created by Cotecna to ensure efficiency of contract implementation but was 
not contractually required. Further, Cotecna absorbed entirely the cost of this position. Cotecna 
also had, in line with its contractual obligations, a senior liaison officer in Bagdad and a Field 
Manager in Amman. In addition all inspectors as a matter of course transited through Amman. 

A final check was the supervision and review by the Geneva Headquarters at Senior Vice 
President level, supported by an Assistant Contract Manager. As Senior Vice President, I would 
regularly visit all the sites in Iraq, and we would organize a management/operational meeting 
with Team Leaders, IT managers and the Baghdad Liaison Officer in Baghdad and/or Amman 
every three to six months. As possible, these meetings were attended by UNOIP staff when they 
were on mission in Iraq. 

Finally, regular (i.e., occurring two to three times per year) working sessions would take 
place with the UNOIP in New York. 

Cotecna made constant efforts to conduct technical internal audits of the contract on a 
regular basis out of Amman, as well as on ad hoc basis fi-om the Geneva Headquarters. 

Cotecna also hired external auditors as needed to look at specific areas that required third 
party expertise. For example, an external auditor examined the financials in Amman. In 
addition, Cotecna recognized when the need would arise to bring in specialist consultants. For 
instance, we hired Dermot Jennings, a former senior Irish customs officer, as a technical 
consultant to provide analysis when we needed help resolving point-of-entry issues and delays at 
Umm Qsar, 

To emphasize, the line between Cotecna and UNOIP oversight may be misleading. We 
were in constant contact and discussions with the UNOIP to develop a modus operand! that 
reflected our evolving contractual obligations and indeed exceeded them in several instances. 

For example, we successfully encouraged the UN to permit daily authentication by secure e-mail 
protocol to address the growing volume of cargo going into Iraq, as faxing authentications was 
proving too cumbersome for both sides. Foin other examples of internal quality-improvement 
leap to mind: our development of SOPs, our adjustment of staffing levels at the different sites. 


8 



96 


our modification of sampling methodologies and our overcoming of problems related to Lotus 
Notes. 


First, primarily through Cotecna’s extensive knowledge of field inspection procedures 
but also through discussion with the UNOIP and knowledge transfer from the former Lloyd’s 
employees whom we hired for their relevant experience, we developed SOPs that served as a 
practical guideline for authentication. We did not permit our inspectors to deviate from these 
SOPs other than in circumstances where the UNOIP specifically instmcted us to do so. This is 
clearly demonstrated on numerous occasions and documented extensively. 

Second, we attempted to manage staffing shortages by transferring staff fiom lower 
traffic sites to Umm Qasr, but only after consultation with and agreement by UNOIP. The UN 
initially refused to deviate from the staffing levels set out in the RFP and only after repeated 
negotiations agreed to increase staff levels. This subject has given rise to some misinformed 
press comment and was alluded to in the OIOS Audit Report. Lost in the reporting is the fact 
that Cotecna was internally raising its level of performance, not lowering it. A pertinent 
example is that Cotecna had in place a surplus of inspectors (at one time up to 30 individuals) 
paid by Cotecna but not charged to UNOIP. These surplus inspectors allowed us to exceed the 
staffing requirements stipulated and facilitated appropriate recuperation periods for field staff 
and meeting strenuous shift requirements (e.g., at Umm Qasr at times up to three eight-hour 
shifts were required to meet authentication demands). 

Third, with UN approval, we adjusted sampling methodologies to take into account 
staffing limitations and yet allow for 100 per cent visual inspection of deliveries for 
authentication. We agreed on appropriate quantity assessment methodologies with the UNOIP. 
Cotecna proposed this level as authentication was, to our understanding, designed to perform a 
number of functions, one of which was to mitigate the risk of dual-use items entering into Iraq, 
another being to ensure that payment to suppliers by the UN was made only on verification of 
the arrival of goods. We did not feel that less than 100 per cent visual inspection would be 
adequate control. Indeed, the UN expressed on at least one occasion at the beginning of our 
contract the view that this threshold was overzealous and that a risk-based approach would be 
acceptable. Cotecna rejected outright this suggestion as we did not consider it at all appropriate 
given the context of our mandate. 

Fourth, as regards the shortcomings of the technology, as early as mid- 1999 we had in 
place a permanent Lotus Notes administrator on site in Iraq, as well as IT specialists on each site, 
in the hope that their knowledge of Lotus Notes could help overcome associated problems. We 
also encouraged the UNOIP to appoint an experienced Lotus Notes administrator in New York, 
which the UNOIP finally did toward the end of 1999. Indeed, we did learn about that system. 
However, we could not fully overcome the fundamental shortcoming of using an inappropriate 
platform. It continued to make our job more difficult and certain key processes more time- 
consuming. Indeed, the weaknesses of the Lotus Notes database meant that even the UNOIP 
could not easily perform statistical analysis of the authentication process. The UN accordingly 
approached us on several occasions to assist it by providing general statistics, and our 
information technology staff on the ground was able to extract data and run the requested 
analysis. Indeed on a few occasions we sent our Lotus Notes administrator and paid for our 
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external experts to visit UNOEP in New York to assist UNOP in resolving certain Lotus Notes 
problems. Ultimately, despite the shortcomings of Lotus Notes for the purposes to which the 
OFFP put it, Cotecna was able to manage the IT operations sufficiently to ensure that we 
fulfilled our contract obligations in full. In fact, the Coalition Provisional Authority (“CPA”) 
relied on our IT support also from November 21, 2003. 


B. External Monitoring and Oversight by the UN 

With regard to external monitoring and oversight by the UN, there was no formal or 
standardized audit procedure of Cotecna by the UN, to our knowledge. TTiere was no UNOff 
person on the ground in Baghdad. Furthermore, the project was managed from New York and in 
a different time zone. 

However, UNOCHI in Baghdad was always aware, for security and visa considerations, 
of precisely how, when and where Cotecna inspectors were located in Iraq. We also had regular 
security briefings and audits by the UNOCHI security manager who was located in Baghdad. 
Further, all hiring decisions, visa applications and procedural amendments were with the 
agreement or at the instruction of the UN. In this sense, oversight by the UNOff was a constant , 
and a constant that we for our part welcomed. Field reports were issued as a result of the UNOff 
site visits that took place on average every several months and typically lasted for two weeks. 
These visits resulted in suggestions, amendments and improvements to the contract 
implementation and also performance. Many of these were at our suggestion or were worked out 
in conjunction with the UNOff. Further, the short duration of contract periods — six months — 
meant that good performance was essential to put us in a strong position to be re-hired. Face-to- 
fece meetings in New York followed up the UNOIP’s reports based on its visits to the inspection 
sites, the Baghdad Liaison Office and the Amman Field Office. 

As I mention above, Cotecna was able to develop a good working relationship with 
UNOff, despite or perhaps because of the challenges that the job presented. We were in daily 
contact with the responsible parties within that organization, particularly the UNOIP Customs 
Experts, whom we found professional and helpful, and with whom we maintained a constant 
dialogue. This dialogue allowed us not only to refine and reconcile our understanding of our 
duties, as reflected in the various amendments to the contract, both written and oral, but also to 
resolve in real time logistical and political problems caused by conditions on the ground. The 
UNOIP intervened on occasion on Cotecna’s behalf with the UN humanitarian agencies and the 
Government of Iraq to diffuse tensions or resolve problems, as quickly as possible. 

In performing our task of authentication, we remained in daily contact with the UNOff 
by fax, telephone and e-mail despite time differences (please note that when the UNOff staff 
would arrive at work between 8:00 am and 9:00 am it would already be 4:00 pm to 5:00 pm in 
Iraq). When we spotted data errors or anomalies in the database, we reported these to UNOff in 
New York to get data corrected and or amended. We were precluded from making any 
amendments to the data ourselves. The Cotecna inspectors were adept at addressing issues 
arising when drivers presented incorrect documentation and for the most part were able to 
authenticate goods once the reason for mismatches had been identified — such as entry at a 
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different border site than the UN documentation indicated. At no time, did Cotecna authenticate 
goods without the correct documentation or with missing documentation, other than in a few 
instances when instructed to do so by the UN. It is worth mentioning that authentication is 
ultimately a “black and white” process and leaves no room for reservation. For this reason, we 
were meticulous in obtaining specific instructions from the UNOIP whenever needed. 

When discrepancies occurred regarding individual shipments, Cotecna immediately 
referred these as a matter of course to the UNOIP. The UNOIP would then determine how to 
resolve them. These discrepancies, if minor, were resolved directly between the relevant site and 
UNOIP. The Contract Manager in Amman would become involved only if the discrepancies 
were deemed significant. In the event of major concerns, then Cotecna Geneva would also be 
alerted and involved. Cotecna kept reports detailing these discrepancies onsite and at Cotecna’s 
Geneva headquarters as appropriate. 

Let me not mislead you with such talk of “discrepancies,” though. Discrepancies rarely 
happened and typically related to irregularities in the documentation presented. Often 
discrepancies resulted fiom the mis-keying of information by the UN or a change of border post. 
Accordingly, the vast majority could be easily resolved. UNOIP kept complete control of the 
Lotus Notes database and was the only party that could enter and amend contract information. 


IV. Conclusion 

As I near the end of my statement, I observe that I am not alone in reporting that Cotecna 
did its job well. The UNOIP staff commended us for our performance on several occasions, and 
this continued on into the CPA period. As a testament to our good performance and keen 
pricing, Cotecna had its contract renewed three times and won subsequent re-tenders. Indeed our 
contract was carried over by the CPA and the current government, ending only on October 8, 
2004 when Cotecna handed the task over to the local authorities. 

I have discussed three subjects today: 

(1) the negotiation and execution of the December 31, 1998 contract; 

(2) Cotecna’s implementation and performance of the contract; and 

(3) monitoring and oversight of Cotecna’s performance, with a focus on the 
interaction between Cotecna and the UNOIP. 

If you forget any of the details in my presentation, please remember the following: Despite 
Cotecna’s limited, technical role, our unsuccessful efforts to expand the scope of work, the 
ambiguities in the design of our mission, the vague RFP, the failure of operational adjustments to 
record themselves as formal contract amendments, and so on, Cotecna did its job well and fully 
in accordance with its mandate, in a very difficult local and delicate political environment. 
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Appendix A 


Oil For Food Lotus Notes Database Appendix 


In late 1998, Cotecna submitted a successful bid in response to the RFP 
issued by the UN for provision of inspection services under the OFFP. 
Cotecna did so on the basis that their own IT and communications 
solutions would be implemented. In hindsight these would have been 
efficient in terms of data exchange and processing time as well as 
significantly more cost effective. The cost of implementing and operating 
these proposed solutions was included in the fixed man day price quoted 
of $499. 

However, during contract negotiations it became apparent that the UN 
insisted on the use of an existing Lotus Notes Database (“LN") system. It 
became clear that LN would have communications cost implications 
when used to monitor such a program and especially so in the Iraqi 
environment. As such, the UN agreed to an increase of the fixed man 
day price. 

Once on the ground Cotecna became aware that the insistence of using 
LN not only resulted in communication cost increases but also led to 
processing difficulties. The three main difficulties can be summarized as 
follows: 

1) Replication Delays and Failures 

Replication in LN is the process whereby remote servers are 
synchronized with information and data from a master server (in this 
case the master server was located at UN offices in New York). The LN 
process of replication involves the following; 

• Comparing all the information or data between two different 
computers 

• Defining the differences between the two computers 

• Synchronizing the information on both computers 

Due to the volume of data being replicated and the poor 
communications environment in Iraq, this often took a significant 
amount of time (sometimes days) to complete. It was also common for 
the replication process to fail which resulted in starting the process of 
replication again from scratch. Using a more suitable database 
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platform would have allowed for a more efficient “replication" process 
to occur in that either newly introduced data or recently edited 
information would be the only information included in the 
synchronization process. This would have improved the stability of 
replication as well as reduced time and communication costs. 

2) Data Gaos and/or Anomalies 

A direct result of replication failure was data gaps and anomalies 
between what was available at the UN master server and the local 
servers in Iraq. Further, there were gaps and anomalies, often 
significant, within the UN contract details themselves. Specifically, 
there were differences befween fhe cbntract summaries and the 
individual items that these contracts consisted of. 

The data gaps and anomalies between the UN master server and the 
local servers in Iraq can be primarily attributed to the following; 

• Replication failures mentioned above 

• UN failure to enter relevant information (for the purpose of 
minimizing the amount of data to be synchronized in the 
replication process and thereby expediting the replication 
process) 

• Site specific dafa replication, whereby a contract delivery 
showed up for inspection at a border other than what was 
planned. Each border did not have access to 
information/contracts that were scheduled to arrive at other 
borders. 

In order to resolve the data gaps and anomalies there was an 
extensive amount of correspondence involved with the UN as well as 
ultimately additional attempts to update local computers via 
replication attempts. 


3) Authentication Data not Linked to Contract Information 

This is perhaps the most significant issue relating to the LN system 
design. Payment for contracts was based on authentication sheets 
that were generated from the LN system. The LN system does not link 
the generated authentication sheets to the stored electronic contract 
information. That is, there is no relevant information to track 
authentication sheets such as date of authentication, date the 
authentication sheet was emailed/faxed or if an authentication sheet 
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was generated at all. As a result, all that can be generated is at best a 
highly manual and time consuming audit trail or at worst a non-existent 
audit trail. Below, is a diagram describing the infrastructure of the LN 
system: 



• Related information must be viewed through multiple 
screens/interfaces. People performing work manually not using 
computer to facilitate workload. 

• No link between final authentication and work leading up to an 
authentication (no complete audit trail) 

• Inefficient storage of information making computer searches 
time consuming 

• QC reports and summary reports not possible without some sort 
of manual interaction 

We provide as an end note' an example what steps are needed to be 
undertaken to complete an audit trail of authenticated goods. You 
will note that this is almost entirely manual and that it could take hours 
if not days to recreate a trail for a single comm. Number. 

We feel that the primary reasons for problems encountered as a result of 
the implemented UN IT system can be summarized as follows: 

1) The UN insisted on using an inappropriate software package, LN, to 
implement a “Data and Information Management" system. The 
stated primary purpose of LN is for emailing, messaging, calendar 
scheduling and document management. As such: 
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a. LN is an unstructured platform and not a relational database 
system which would have been the appropriate platform to 
have put in place. 

b. There are size constraints as regards data volumes that can 
be handled 

Furthermore, it is our understanding that IBM which owns LN, markets 
another of their products called DB2 for this type system. 

2) The database design itself had some fundamental issues that 
needed to be met by either manual intervention or by developing 
separate tools - most significantly 

a. All essentially associated groups of information were not 
linked . 

b. There were no controls to identify anomalies such as UN 
entered contract summary vs. UN entered individualized line 
items 

c. No Quality Control checks/reports 

d. Obtaining line item reports is cumbersome and tedious 

e. The process of faxing and emailing signed authentication 
sheets was manual, time consuming and meant that the 
authentication details were not recorded within LN. 


Conclusion 

We are of the opinion that the UN chose an IT platform that was 
fundamentally unsuited to the task at hand. The problems of using an 
Inappropriate system, were then compounded the difficulties by 
implementing a poorly designed database structure. 

This led to data gaps which compromised the integrity of the database 
[data gaps, manual/incomplete audit trail, reduced quality control and 
oversight). 

No complete list of authentication sheets or a summary of all 
authenticated shipments can one be generated from the Lotus Notes 
database. The shortcomings of the system implemented by the UN were 
also identified by the UN agencies in Iraq. The Lotus Notes system did not 
provide an automated report or method that would allow the agencies 
to summarize shipments that had been inspected on a daily basis. They 
therefore commissioned Cotecna to provide this information. Cotecna 
could only do so by creating there own software solution that could 
summarize the information taken from the Lotus Notes database 
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(information which of course had to be gathered manually and re- 
entered into the new system). 

There is no reason that a system could not have been developed using a 
more suitable relational database platform (e.g. DB2, SQL Server or 
Oracle) to meet the challenges of this program. 


1126089v2 


’ Audit trail for one specific contract fCommNo.l - necessary steps: 

1 ) Use Lotus Notes interface to search for specified CommNo. This 
is an ascending list of all CommNo.s. To find a specific 
CommNo, a user is required to scroll through to the specified 
number. The CommNo.s range from 1 to 1,320,016, making the 
process a slow and tedious one. 

2) Once the specific CommNo is found, details of the contract can 
be viewed by selecting its number. 

3) Further details can be displayed about a contract by expanding 
a section of line ifems. It is a list in no particular order of specific 
product details within a contract’s shipment. 

4) Each line item's details can be viewed by selecting it from the 
list. From this view there is still no information about whether the 
item has been authenticated or not. 

5) Further details can be displayed about a line item by expanding 
a section of shipment inspection details. Each shipment 
inspection entry must be reviewed to determine how much of a 
line item has been inspected / authenticated. 

6) Each shipment inspection entry details can be viewed by 
selecting it from the list. 

7) Once an authentication or inspection date is obtained about an 
individual line item, a manual review of either email records or 
faxed documents is required to locate electronic images of 
signed authentication sheets. 

8) The specific border where the authentication occurred must be 
determined. This is not always captured by the database as it 
was not a required field of entry. 

9) The email log for the specific border is accessed. In cases where 
the specific border is not captured, a review of all logs for all 
borders is required. 

10) Sort the log by date 
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1 1 jScroll to a date close to the authentication date. Scrolling to the 
specific date of authentication is not always appropriate as 
authentication sheets may not have been sent on the actual 
day of authentication because: 

a. Replication problems with the UN master server 

b. Data entry delays as a result of local LN database not 
being up to date with information from UN master server 

c. Data entry delays as a result of poor database 
performance in speed limitations 

In some instances, an email will not exist. This could be due 

to: 

t. Early stages of project faxing was the UN’s designated 
protocol for sending authentication sheets 

2. Due to replication problems sometimes faxing was used 
instead of emailing 

12) Identify all emails with attachments on and after the 
authentication date 

13) Open each individual attachment and search for specified 
CommNo. 

14) Review the description for the specified CommNo. To determine 
if it is the specific line item. 

15) Ensure the quantity tallies up to the expected quantity detailed 
in line items of the contract. If the totals do not tally, then repeat 
the email review process starting at step 5. 

Repeat Steps 4 through 15 for each individual line item within a specific 
CommNo. 

Audit trail for one specific contract using a more aPDfODfiatelv 
designed system 

1 ) User types in the CommNo. on an audit screen 

2) User clicks a button to generate a report that shows: 

a. The CommNo. 

b. The related line items 

c. The related shipment inspection forms 

d. A summary of the authentication sheet (an image of the 
actual authentication sheet could also be produced) 
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Appendix B 


RESPONSES TO 

2003 OIOS AUDIT REPORT ON COTECNA 

The 2003 internal audit report discusses 25 recommendations. Below, we have briefly 
summarized and addressed each recommendation. 

Recommendation 1 . Suggesting that procedures were not in place to verify Cotecna’s 
attendance records, the audit report recommends that OIP independently verify them. 

Response . The United Nations could already verify attendance records by comparing 
monthly invoices with UNOCHI visa entry records or by examining records in the Amman 
office. Whether the United Nations in fact did so Cotecna does not know. However, we know 
that UN-OIP-NYC directly and regularly checked, at random, the number of Cotecna inspectors 
on each site. Regular visits by OIP to all Cotecna sites typically occurred every six months and 
lasted two weeks. 

Recommendation 2 . Stating that staff strengths were lower than the contract stipulated, 
the audit report recommends that OIP and the Procurement Division amend the contract to 
include a penalty clause for understaffing. 

Response . Early in the contract period, OIP agreed to certain understaffing, so long as 
Cotecna’s invoices accurately reflected this fact, authentications did not suffer, and the 
understaffing was only temporary. The United Nations agreed to this temporary arrangement 
because of various factors including; the probationary status of inspectors hired from Lloyd’s, 
delays in the granting of visas, illnesses, etc. Authentications did not suffer and Cotecna’s 
invoices accordingly reflected any shortages. Staffing soon reached and even surpassed contract 
requirements at no additional cost to the United Nations. 

Recommendation 3 . Observing that the United Nations failed to realize a two percent 
discount on the contract price because Cotecna did not receive payment on its invoices within 15 
days, the audit recommends that OIP management create internal controls to ensure timely 
payment. 

Response . This recommendation does not raise any “concern over Cotecna’s 
performance” and, in fact, the two percent discount was regularly applied later on. 

Recommendation 4 . Noting that UNOHCI provided Cotecna with a free-of-charge office 
in the Canal Hotel, Baghdad, and did not charge Cotecna for medical services, the audit report 
recommends that OIP quantify the value of these items and bill Cotecna accordingly. 

Response . The United Nations did not charge Cotecna for its use of the office at the 
Canal Hotel because the Govermnent of Iraq, in turn, had not charged the United Nations. 
Meanwhile, the bombing of the Canal Hotel and subsequent withdrawal of UNOHCI from Iraq 
prevented the United Nations from seeking reimbursement for medical costs. Given Cotecna’s 
readiness to reimburse the United Nations for any proven costs, the fact that the United Nations 
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never sought such reimbursement, again, does not raise any “concern over Cotecna’s 
performance.” However, UNOHCI regularly charged Cotecna for monthly telecommunication 
costs from the Canal Hotel, and Cotecna did in fact reimburse the UN. 

Recommendations 5-10 . Six of the audit report’s recommendations arise from its 
conclusions that the OIP inadequately monitored Cotecna’s performance, and that Cotecna 
inadequately performed, with regard to “Inter-Agency Humanitarian Programme supplies [13 per 
cent account goods] in Northern Iraq.” The audit also proposes recovery of moneys from 
Cotecna for not providing the convoy control and passport collection services for the 13 per cent 
account goods arriving tluough Ibrahim Khalil, Zakho as well as whether UNOHCI should 
continue to provide convoy control services at Zakho at all. Finally, the audit recommends 
providing induction training for all new inspection agents. 

Response . When Cotecna first inherited the contract from Lloyd’s in 1999, Cotecna 
found, as the OIOS audit report itself puts it, a “Lack of clarity in the Contract concerning the 
specific obligations of the Contractor in relation to the 1 3 per cent account goods” (p. 8). Indeed, 
authentication of 13 percent goods, unlike that for goods approved under the 59 percent account, 
was not a prerequisite for payment to the supplier. OIP in the end broadened and clarified 
Cotecna’s authentication responsibility to include 13 per cent goods. OIP did so not to control 
entry of such goods into Kurdish territory or to control payments to suppliers but to gather 
information and obtain reliable statistics. It is essential to understand that Cotecna due to its 
nature as a private sector UN contractor performed a limited “authentication” fimction. As such 
it had no enforcement duties or capabilities. Cotecna’s mandate did not authorize it to stop 
tmcks or vessels but only to “authenticate” goods voluntarily presented. Cotecna therefore relied 
on suppliers to present goods and information. Discrepancies that the airdit report tabulates 
between Cotecna and UN figures arose because some UN agencies and contractors who 
delivered 13 percent goods did not present their goods to Cotecna. Cotecna had no ability to 
force the UN agencies to comply with the requirement to present goods for “authentication” but 
rather relied on the cooperation of the UN agencies. To solve such problems and facilitate the 
matching of statistics, UNOHCI organized monthly meetings in Baghdad with Cotecna and all 
UN agencies. Cotecna did not request, and OIP did not pay, additional compensation for the 
extra work necessitated by Cotecna’s obligation to inspect 13 per cent goods. 

As to the recovery of costs for convoy control and passport collection services for the 13 
per cent account goods arriving , OIP, Cotecna and UNOHCI eventually agreed that UNOHCI 
could best provide the convoy of 1 3 per cent goods. 

Dramatic changes in the program following the implementation of Resolutions 1472 and 
1483 after the war prevented the United Nations and Cotecna fiom implementing the kind of 
induction package for new inspectors that the audit report recommends. Even so, Cotecna did at 
that time distribute the OIP’s guidelines concerning revised procedures to all staff and developed 
Standard Operating Procedures (“SOPs”) for the first time as Lloyd’s had none. Cotecna’s SOPs 
were approved by OIP before implementation. Additionally, new inspectors were given 
extensive on-the-job training and were closely supervised, never working alone during the 
training period. 
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Recommendations 1 1 and 12 . Stating that the OIP inadequately monitored Cotecna’s 
performance, and that Cotecna inadequately performed, with regard to the contract’s “24-hour 
duty requirement” at Zakho and Trebil, the audit report recommends either ensuring 24-hour 
coverage at those sites or seeking to recover fees for reduced hours. 

Response . At all sites, Cotecna’s inspectors were available 24 hotirs a day, 7 days a 
week. With OIP approval, shifts in Zakho and Trebil corresponded to border opening and 
closing times when Iraqi officials were available to clear goods. Even when these borders were 
not open, however, the authentication work of Cotecna’s inspectors continued — ^including data 
processing, archiving, faxing and otherwise communicating with OIP until at least midnight in 
Iraq to accommodate the time difference with New York. 

Recommendations 13 and 14 . Stating that the program lacked equipment adequate to 
ensure “independent” authentications, the audit report recommends making Cotecna obtain such 
equipment and making the United Nations in future statements of work specify required 
equipment more expressly. 

Response . Both recommendations appear to misinterpret Cotecna’s role under the 
contract and the equipment required to do so. The OIOS also confuses authentication and 
commercial inspection. Cotecna had all the necessary equipment to take samples of foodstuffs 
and to inspect other shipments. An example of the audit report’s confusion is its claim that 
Cotecna was responsible for “the imloading and reloading of containers” (p. 11). Cotecna’s 
contract does not state this as being Cotecna’s duty in its capacity as independent inspection 
(authentication) agent. 

Recommendations 15 and 16 . Noting that the UN’s RFP had not disclosed the 
Government of Iraq’s providing certain facilities fiee of charge (with such disclosure possibly 
reducing contract bids), the audit report recommends negotiating a contract reduction with 
Cotecna and providing such firee- facility information in future RFPs. 

Response . It is worth noting that the RFP did not provide specifications relating to the 
precise infrastructure available to the bidder. Further, when Cotecna took over firom Lloyd’s, the 
sites and cabins were not in good living condition. Cotecna therefore purchased equipment and 
materials fi'om Lloyd’s, invested in new cabins and continued to make capital improvements in 
the facihties throughout the duration of its contracts. Basic research by those who submitted 
proposals responding to the UN’s 1998 RFP revealed that Iraq provided offices to Lloyd’s free 
of charge. At the same time, OIP could not ensure that Iraq would continue to provide the 
offices for free. These circumstances diminish the audit report’s assertion that the sites were 
“free” and the implication that Cotecna received a windfall. 

Recommendation 17 . For efficiency’s sake, the audit report recommends moving 
Cotecna’s Contract Manager from Amman to Baghdad, where he could share an office with the 
Liaison Officer and communicate more directly with the UNOHCI. 

Response . As the audit report itself acknowledges, the contract does not require a 
Contract Manager, a position that Cotecna initiated on its own, absorbing the associated 
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additional costs. Also, the Contract Manager’s attendance at monthly UNOHCI meetings in 
Baghdad satisfied the audit report’s concerns. Furthermore, moving the Contract Manager to 
Baghdad was not acceptable to UN-OIP for security and confidentiality reasons. 

Recommendations 18 and 19 . Recognizing that increased flexibility would improve the 
contract’s efficiency, the audit report recommends drafting new contract provisions that would 
enable staffing and remuneration to correlate more closely with the varying volumes of cargo 
presented for authentication at each site. 

Response . Indeed, Cotecna itself sought more flexibility in transferring inspectors 
between the sites because not all sites were equally busy all the time. When Cotecna first 
inherited the program from Lloyd’s, Cotecna sought to avoid such overstaffing and 
understaffing. For whatever reason, OIP did not give Cotecna the flexibility to move inspectors 
around. Moreover, the political situation in Iraq did not make movement between sites an easy 
matter, and it would take some three days to commute between the sites. 

More generally, Cotecna would have appreciated written variations to the contract as it 
changed and written definitions of new and/or amended concepts to provide clarity to the scope 
of work — e.g., definitions of “Fit for Human Consumption” and “Authentication.” Cotecna’s 
requests for such, however, were not welcome. 

Recommendation 20 . Alleging that Cotecna’s hiring of inspectors through Romcontrol (a 
Romanian provider of persormel) and its request that Iraq put Cotecna on its accreditation list 
constituted “unprofessional conduct” violating the contract’s prohibitions against subcontracting 
and potential conflicts of interest, the audit report reconunends a formal reprimand. 

Response . Cotecna sought and obtained OIF’s prior written approval and clearance for 
every individual inspector that it hired through Romcontrol and went on to employ directly, hi 
this sense, “subcontracting” describes only the channel through which these inspectors were 
paid, not the manner of their appointment nor their employment. In fact, even Cotecna’s 
proposal responding to the 1998 RFP includes the CVs of one Romcontrol chemist and seven 
Romcontrol inspectors. 

As to the potential conflict of interest in simultaneously serving as independent 
inspection agents and possibly offering commercial inspection services, admittedly, the request 
that Iraq put Cotecna on its accreditation list was an error, arising fi-om a misunderstanding by 
Cotecna’s commercial division about the company’s OFFP contract. Cotecna’s Senior Vice 
President steadfastly reminded employees about the prohibition. The error in this case was 
immediately rectified, and the person involved was dismissed. 

Recommendations 21-23 . Expressing dissatisfaction that the United Nations and Cotecna 
amended their contract before Cotecna began to perform, the audit report recommends that the 
United Nations ensure that future contract provisions allowing amendment not contradict 
contract provisions making stated prices all-inclusive, that the United Nations craft future RFPs 
such that they more accurately identified all requirements in advance, and that it recover from 
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Cotecna a $95,000 payment for certain equipment’s residual value, pursuant to the first contract 
amendment. 

Response . With regard to Recommendation 23, and pursuant to Amendment 1, Cotecna 
reimbursed $95,000 to the United Nations in May 2003, thereby enabling Cotecna to retain 
ownership of the relevant equipment at the end of the program. Meanwhile, as with so many 
other items that the audit report identifies, Recommendations 21 and 22 raise no “concern over 
Cotecna’s performance.” Rather, they instruct the United Nations to draft its contracts and RFPs 
differently. The context for these recommendations is as follows. The 1998 UN RFP was not a 
detailed document and, for example, did not impose on bidders any information technology 
replication scheme or specific telecommunications obhgations. Cotecna therefore based its 
original 1998 bid ($499 per inspector per day) on Cotecna’s own proposed IT systems and 
telecommunication facilities, hi December 1998, however, the United Nations revealed, for the 
first time, a specific requirement for the contractor to use Lotus Notes instead of existing 
communications systems. Because Lotus Notes would involve large, previously unforeseen 
capital expenditures and telecommunication costs associated with the replication of the Lotus 
Notes system — ^never mentioned in the 1998 Request for Proposals — , Cotecna and the UN’s 
Procurement Department on 24 Dee. 1998 agreed that the UN would have to pay Cotecna 
additional compensation to address the Lotus Notes issue. This agreement became Amendment 
1, which Cotecna signed on 29 Mar. 1999, and the UN Procurement Division on 21 Apr. 1999. 

Cotecna would have welcomed a more detailed RFP. The program had been in operation 
for two years with Lloyd’s as the contractor, so it is especially surprising in retrospect that the 
UN did not provide a more detailed and comprehensive specification as regards its information 
technology and communications requirements, physical infrastructure (existing and required) as 
well as SOPs. 

Recommendations 24-25 . Two recommendations call “inappropriate” a “price increase 
[fiom $499 to $600 per inspector per day, effective 1 February 2000] on account of 
accommodation, communications and fee for retention of events.” 

Response . Cotecna documented its costs for the rehabilitation of camps, inflation, 
telecommunications, employment of inspectors with special qualifications (such as electrical 
engineering), etc. As stated in the report itself, OIP was therefore satisfied that Cotecna’s costs 
had actually increased. The audit report objected not to the payment but to the merging of such 
increased costs with the per-man-day fee structure. This merging of expenses risked 
overpayment if the $600 fee per inspector day continued longer than necessary to reimburse 
Cotecna’s investment. Cotecna’s per man day fee dropped back down from $600 to $520 in 
2001, however, eliminating the problem that the audit report anticipated. In any case, the United 
Nations, not Cotecna, bears responsibility for the choice to merge the increased costs with the 
per-man-day fee structure. In this context, it should be noted that the complexity of the program 
and the volume and value of goods authenticated between 1999 and 2002 increased dramatically, 
necessitating also an increase in the number of inspectors firom 54 in February 1999 to 67 in 
November 2002. 
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Submission Page 2 of 17 US Senate Sub Committee on investigations 

1. Introduction: 

Mr. Chairman and Members of the Subcommittee: 

At your request, I am here to testify about my experiences as an Inspector 
with Cotecna Inspection, S.A., the independent inspection and authentication 
contractor for the Oil for Food Program. 

Before I begin my testimony, I want to thank you and this Subcommittee for 
giving me the opportunity to travel to your Nation’s capital to provide 
assistance to your investigation into the United Nations Oil for Food Program 
and I hope my testimony assists with your endeavors. 

I would like to iterate that I am not here to denigrate my fellow Inspectors 
employed by Cotecna Inspections S.A. but to provide an insight into what 
occurred on the ground in Iraq at the sites that I spent time at, namely Ar’Ar, 
Al-Waleed, Urn Qasir and Zakho. 

2. Personal Details, Qualifications and Operational Customs Experience: 

2.1 Personal Details and Qualifications: 

My name is Arthur William Ventham, I am 54 years of age and I reside in the 
State of Western Australia. 

I hold the following qualifications: 

x' Master of Business Administration; 

Graduate Certificate in Public Sector Management (Customs); and 
^ Queens Commission - Department of Defence (Army). 

2.2 Operational Customs Experience: 

My experience in relation to Customs and investigations stems from the 
following employment: 

2.2.1 Australian Customs Service - 1977 to 1994 

Senior positions held with the Service included: 

/ Training Officer - Customs Commercial Systems & Investigations 
Senior Operations Officer - Investigations and Compliance 
^ Duty Manager - Compliance and Passenger Processing 
Senior Investigator - Inland Revenue 

2.2.2 ArMar Holdings International - 1994 to 1998 

ArMar Holdings international was a boutique-consulting agency, specifically 
established to provide clients with Tariff and Trade (Customs) advice, 
business planning, marketing and capital raising. The position held with this 
organization was: 
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Managing Director - Business Development / Tariff and Trade 

in this position I: 

• Assisted project proponents to identify Australian manufacturers 
capable of producing plant and equipment applicable to the 
project; 

■ Liaised with international suppliers of components and Australian 
Customs Service to apply for Tariff Concessions for goods not 
available in Australia; and 

■ Prepared Customs Documentation to ensure that importers met 
the strict guidelines applied to major projects by the Australian 
Government in relation to local content. 

2.2.3 Power Management Australasia - 1 994 to 1 998 

in conjunction with ArMar Holdings International I was contracted to Power 
Management Australasia (PMA), part of the Power Management Group 
(PMG). PMG was a specialized accounting (CPA) and business-consulting 
agency that facilitated major projects both on-shore and offshore Australia. 

The position held with PMA was; 

Chief Executive Officer - Business Development 

In this position I was responsible for: 

■ Facilitating the Government approvals process for importing 
specialist components to be used in major projects; 

• Liaising with overseas clients for the supply of Australian 
manufactured components for export; 

• Preparation of marketing and business plans for national and 
international organizations wishing to construct resort or resource 
projects; and 

■ Liaising with foreign Governments to ensure that local content 
remained a high priority for projects established In Australia and 
overseas. 

3. Ar’Ar- First Site: 

3.1 Oates; 

3.1.1 Ar’Ar 

I arrived in Iraq on 21 December 2002 and was sent to the newly completed 
Ar'Ar site, near the Saudi Arabian border, arriving on the 22 December 2002. 

I remained at the site, except for a 5 day period that I spent in Al Waleed, 
until 31 January 2003. 
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3.2 Activities: 

3.2.1 Training 

During my time at Ar’Ar there was no training provided by either the Team 
Leader or Cotecna S.A. Management. It was made quite clear, in our 
contract, that as an Inspector we were deemed to be “Experts in Mission" (if 
asked by UN) and were familiar with the procedures required by the UN. 

I did ask the Team Leader for a copy of the “Standard Operating Procedures" 
for the site and was given a number of documents to read that related to 
another site. I was informed that once trucks started to arrive that we, as a 
team, would prepare the site operational procedures based on similar 
procedures that occurred at other land based sites. 

3.2.2 Staffing 

On arrival at Ar’Ar the staff comprised: 

Cotecna Staff: 

Craig Airey - Team Leader (RSA); 

Romilo Obra - Deputy Team Leader (Philippines); 

Chris Bourne - Inspector (NZ); 

Vlado Males - Inspector (RSA); 

Lars Olssen - Inspector (Sweden); and 
Arthur Ventham - Inspector (Australia). 

Local Staff: 

Camp Manager 
Waiters x 2 
Cooks X 3 
Cleaning Staff x 3 
Drivers x 3 

The majority of the time was spent either on the internet, watching DVD’s (TV 
coverage comprised three Indian channels), reading in your room, working 
out in the gymnasium or in the bar. 

3.2.3 986 Consignments 

During my entire time at Ar’Ar I did not see or inspect any vehicles that were 
carrying goods under UN SCR 986 sanction. 

Mid January (12"’ or IS* January), three trucks pulled up at the compound 
and presented manifests for goods that were not 986 goods. I was told that 
the manifest was for 1066 goods and the trucks were turned around and sent 
to the Iraq Customs Office. I watched the vehicles drive to the Customs 
Office and shortly thereafter depart Ar’Ar, heading north towards Baghdad. 
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When I asked why we did not inspect the goods I was informed by one of the 
team that we were only to inspect 986 goods, anything else was of no 
concern to us. Apart from these three trucks, there were no other shipments 
that I was aware of that arrived in Iraq via the Ar’Ar site. 

At this point I began to question the worth of the UN Contract with Cotecna 
as it did not seem, to me anyway, that the ad-hoc inspections (986 goods 
only) was not going to stop the illegal importations into Iraq, especially if 
there was collusion between sympathetic countries. 

3.3 Understanding of Oil For Food Program: 

Prior to being accepted as an Inspector by Cotecna S.A. my understanding of 
the Oil For Food Program was somewhat limited to what I had read in the 
newspapers, heard and saw in the electronic media and the research that I 
carried out prior to applying for the position. 

As I understood it; 

v' The United Nations, through Security Council Resolution 986 had 
placed an embargo on the sale of oil by Iraq to other countries; 

^ Iraq was only able to sell oil and buy goods that were approved by the 
UN (Office of Iraq Program), namely food, medicines, educational and 
humanitarian supplies; 

The OIP had established a procedure for the importation of those items 

approved under the sanctions and had appointed an independent 

inspection agency (Cotecna Inspections S.A.) to authenticate and 

approve for payment invoices provided that they complied with the strict 

guidelines imposed on the purchasers by the UN; 

inspections would be carried out at selected sites within Iraq, namely; 

Zakho, Al-Waleed, Traybeel and Urn Qasir; and 

There were systems, procedures and protocols in place to ensure that 

the requirements of UN SCR 986 were adhered to. 

I was also of the opinion that all goods entering Iraq were subject to the same 
strict inspection service to ensure that no unlawful or Inappropriate goods, 
such as military, chemicals or other potential dangerous goods were brought 
into the country illegally. From the procedures and processes that I 
witnessed as an Inspector this did not appear to be the case as we were only 
interested in those goods that complied with UN SCR 986 sanctions. 

4. Al-Waleed Site: 

4.1 Dates; 

It was in January 2003 that, due to the boredom and lack of work at Ar’Ar, 
that I asked to go too Al-Waleed for a short while to learn how inspections 
were conducted so that I could start to write up the "Standard Operating 
Procedures” for the Ar'Ar site when I returned. 

I am not sure of the exact dates that I spent at Al Waleed but I am fairly sure 
that it was between 1 5*' to 21 January 2003. 
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4.2 Shifts; 

During my time at Al-Waleed I completed seven (7) shifts covering 8;00 am 
to 2:30 am. The office was closed between the hours of 2:30 am and 8:00 
am. 

4.3 Operations; 

The operations carried out during the shift were as follows; 

i. Drivers would present themselves at the window and hand over their 
documentation, including cargo manifest, shipping invoices, packing 
lists and any other documents that they may have had in relation to that 
particular consignment. 

ii. Inspectors would look at the documentation to ensure that it had been 
stamped by the Iraq Customs. If this had not occurred the driver was 
sent back to the Customs Office. 

iii. If packing lists or invoices were not present, drivers were sent away 
until such time as the documents arrived, this may have taken anything 
up to seven (7) days. 

iv. If the documentation presented was complete, the Inspector highlighted 
specific details on the manifest (Driver’s name, Vehicle Registration, 
Weights, Quantities etc:), stamped three (3) copies of the manifest and 
handed the documents back to the driver who then proceeded to their 
destination. 

v. Once the documentation had been processed it was written on to a 
collation sheet (for each Comm:) and placed on a clip board for the data 
shift to enter and authenticate the next day. 

vi. Inspections were only carried out when directed by the Team Leader or 
Deputy Team Leader or when samples were required to be taken for 
analysis. I was told by a colleague that the OIP dictated which 
consignments were to be inspected and this was written on the collation 
sheet for that particular Comm:. 

vii. Goods for human consumption were identified on the collation sheet 
and samples taken, labeled and placed in the sample room for 
forwarding to the laboratory for analysis. 

4.4 Inspections: 

During my time at Al-Waleed I processed approximately 200 trucks with 
varying consignments and was only required to visually inspect one Comm:, 
namely a consignment of three (3) new trucks described on the manifest as 
Fire Fighting Trucks. 

The information that I was required to verify was: 

V Chassis Number; 

Engine Number; and 

V List of Spare Parts. 

I was somewhat surprised at the level and frequency of inspections being 
carried out as it did not seem appropriate to what I thought was expected of 
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an independent inspection agency, particularly when dealing with a regime 
such as the Ba’ath Party in Iraq. 

While most Customs Services operate under a “Risk Assessment Strategy”, 
it appears that this was not the case in Iraq. Given the reasons for imposing 
the sanctions in the first place, I would have thought that the UN would have 
required a higher level of inspections than what was currently being provided 
by Cotecna, however, I was not privy to the actual requirements of the 
contract between the parties and the comments made are from my own 
observations and expectations of what an independent inspection service 
should provide. 

Several times I asked colleagues why things were done in such a way and 
was told that it was because it had always been done that way and we were 
not there to think of ways of doing the job better, we were there to only 
process documentation and inspect goods as directed. 

During my time at Al-Waleed the number of trucks within the compound 
ranged somewhere beh.veen 500 to 700 per day and only those trucks that 
had goods subject to UN SCR 986 were processed, the remainder were not 
inspected nor was their cargo verified to ensure that it was as listed on the 
manifest. 

After completing my time at Al-Waleed I returned to Ar'Ar around the 22"'* 
January 2003. 

5. Urn Qasir: 

5.1 Dates; 

On or about 27**’ January 2003 I was informed by the Team Leader at Ar’Ar 
that Lars Olssen and I were being transferred to Um Qasir with effect 31®* 
January 2003. I was told that this was because there were no trucks being 
processed at the site and that it was felt by management that staff should be 
rotated through the site, thereby giving everyone an opportunity to stay in 
Ar’Ar. 

5.2 Arrival at Um Qasir: 

On arrival at Um Qasir, we were joined by two Hungarian Inspectors: Laszio 
Kymetyo and Karoly Takacs who had also just joined the mission. We were 
then interviewed by the Team Leader who put us into teams to commence 
work. 

There were four teams operating at Um Qasir, these were: 

New Port Team (2 shifts: 0800 - 1400 and 1400 - 2000); 

V" Old Port Team (2 shifts; 0800 - 1400 and 1400 - 2000); 

Data Team (1 shift - officers were allowed to work either am or pm 
depending on their own preference); and 
v' Administration Team. 
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5.3 Port Operations: 

I was placed in the "New Port Team" under the supervision of a French 
Inspector by the name of Richard Gay. During the shift at the “New Port" we 
were required to carry out the following duties: 

^ identifying each “OFF” shipment in accordance with the information 
provided to us by the Administration Team; 

Identifying where the container cargo was located on the ship using the 
loading manifest supplied by the Captain; 

Selecting containers to examine based on Cotecna guidelines (10% of 
all Comms: had to be inspected; i.e. 1-10 containers meant that we 
opened up one container, 11-20 containers meant that we opened up 
two containers and so on). 

Drawing samples of product (for analysis to ensure that they were fit for 
human consumption - baby formula, chickpeas, rice, tea, wheat and so 
forth); 

V' Visiting bulk cargo discharge facilities (vegetable ghee etc) to collect 
weighbridge dockets of tankers loaded to compare against the vessels 
Daily Discharge Manifest; 

Collecting bulk liquid load sheets from the bulk liquids discharge berth 
to hand over to the data shift; and 

Preparing Discharge Summaries for the Data Team on return to the 
office. 

Cnee the Discharge Summaries had been collated and handed to the Data 
Team, they would then enter them into the database prior to Authentication 
taking place. 

Whilst I was not a member of the Data Team or privy to the authentication 
process, I was interested in the process and often assisted after my shift. It 
appeared that authentication did not take place until after the goods left the 
wharf. 

During my time at the port, I can recall on two occasions when we were 
unable to locate consignments that had been discharged by the Iraq Port 
Team between shifts. These missing discharges were reported to the Team 
Leader who passed on the information to Cotecna Management. 

1 am unaware of what procedure took place to verify or authenticate these 
shipments as I was told not to interfere with the way that the Team Leader 
operated. 

5.4 Possible Smuggling Operations: 

It was at Um Qasir that I noticed that there were a lot of ship movements up 
and down the straits between Um Qasir and Warbay Island, particularly at 
night. The type of vessels that were moving freely included: 

Small Coastal Tankers (up to approximately 5000 tonnes); 

■y Dhows (large and small); 

Inter City Ferries (Dubai - Kuwait - Um Qasir); 
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^ Landing Barges; and 

Other Commercial Vessels. 

I mentioned this to a number of other Inspectors saying that there was plenty 
of scope for smuggling and what were the UN doing about it. I was 
extremely surprised at the response given to me by my colleagues, namely: 

V That it was common knowledge that “smuggling” was going on at Urn 
Qasir; 

V That oil was being sold on the “black market” to augment the regime in 
Iraq; 

v' The UN supposedly knew of this but had decided not to do anything (no 
proof of this was known); and 

That Cotecna Inspections did not have any authority to inspect any 
vessels other than those that were reported to us by DIP. 

This strategy, or more precisely a lack of strategy, was not in accordance 
with an effective Customs or “Risk Assessment” inspection regime because it 
did nothing to prevent the illegal movement of cargo into or out of Iraq. This 
in effect defeated the purpose of imposing sanctions against Iraq and made a 
mockery of SCR 986. 

I must point out that I did not witness any smuggling nor did I know of anyone 
within Cotecna that was involved with or associated in these activities; it is 
only supposition on my part based on what I saw at the Port. 

5.5 Staff Attitudes; 

During my time at Urn Qasir it became apparent that there was a certain 
amount of animosity and angst between the Team Leader and some of the 
Inspectors and I perceived that this was based on patriotism more than 
anything else. I queried this with a few Inspectors and was told that since the 
Team Leadership had changed, the team had gone “downhill” very rapidly 
and there was no effective leadership provided by the Team Leader or the 
company as a whole. 

Examples of this (as given to me or witnessed by me) included: 

■/ Placing Inspectors from African countries into the Data Team, because 
they did not like working in the heat on the wharves, 
v Placing Inspectors from the old Soviet “block” into the Administrative 
Team and allowing them to come and go as they pleased. 

V The Team Leader and his fellow countrymen spending the majority of 
the day in each other’s rooms drinking vodka as opposed to managing 
and leading the Team. 

6. Evacuation: 

6.1 Evacuation from Iraq: 

On the 17“’ March 2003 the majority of the team was evacuated from Umm 
Qasr to Al Waleed or Trebil and the next day were sent to Amman Jordan to 
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await a decision by the United Nations as to what Cotecna was going to do 
during the hostilities. 

6.2 Amman Jordan: 

From the 18'” March to the 7'” April we remained in Amman Jordan and very 
littie was done with respect to Inspections, although I believe that 
negotiations were ongoing between Cotecna and the OIP in relation to our 
future commitment to the OFF Program. 

Towards the end of March 2003 we were informed that teams would be 
established and sent to a number of sites to re-establish the inspection and 
verification of goods under the OFF Program. These sites were to be located 
at: 

Aqaba -Jordan; 

Latakia - Syria; 

Iskenderun -Turkey: 

Dubai - UAE; 

^ Kuwait City - Kuwait. 

I was selected to go to Iskenderun Turkey by the Team Leader, Craig Airey. 

6.3 Move to Iskenderun Turkey: 

On 7'” April 2003 along with 28 other Inspectors I left Amman Jordan and 
flew out to Istanbul Turkey and finally to Iskenderun which is a port city on 
the Mediterranean Sea in the South of Turkey. 

For the next few days we were establishing an office in the town as well as 
setting up procedures for operating within Turkey. 

7. Operations in Turkey: 

7.1 Establishment of Site: 

During our stay in Iskenderun a satellite site was established at Mersin, 
approximately 400 kms west of Iskenderun. This site was manned by four 
Inspectors on a rotation basis with two inspectors being rotated every week. 

There were a number of other locations that were visited by inspectors during 
our time at Iskenderun but these were done from the main base on an “as 
needed” basis. 

7.2 Inspections: 

There was some confusion relating to what was to be done and how it was to 
be achieved as we were only allowed to inspect cargo that was notified to us 
by the OIP. This was despite the fact that we received numerous requests 
from shipping companies and other local suppliers of goods wishing to 
deliver goods under UN Resolution 986. 
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One of the issues that arose involved the clearance of wheat shipments from 
a port approximately 1 80 kms to the west of Iskenderun. We were told by the 
OiP that a person from the World Food Program (WFP) was also in the area 
and that he would inspect the shipments and notify us if everything was OK. 

We would not necessarily inspect the shipment, in fact I do not recall, other 
than a one-off meeting with the WFP representative, of any actual 
inspections carried out for wheat during my time at Iskenderun, instead we 
were just told to authenticate the shipments on the word of either OIP or 
WFP. 

During our time at Iskenderun, it appeared that we were carrying out more 
inspections (mainly at Mersin) than we had done previously at any other site 
but this was still restricted to SCR 986 Goods. 

It was at Iskenderun that we became inundated with agency goods, probably 
because after the hostilities the UN started to import a large range of items, 
usually those of a humanitarian nature. These goods were not necessarily 
inspected, instead we were informed (by OIP I think) that these were to be 
authenticated without inspection. At the time this seemed to be a reasonable 
request and I did not think any more of it. 

7.3 Staff Problems: 

It was during my stay at Iskenderun that i was made Administrative Deputy 
Team Leader with responsibility for all the administration, accounts and other 
activities associated with the establishment at the satellite site. It was also at 
this time that the Team Leader (Craig Airey) moved from the Mission to 
Nigeria where he was setting up the Scanner Contract. He was replaced by 
Romilo Obra as Team Leader and Ron Neufeid was appointed to the position 
of Deputy Team Leader. 

On one particular occasion I was asked to arrange for the packaging of 
samples that had been collected from Mersin and delivered to Iskenderun 
during the changeover of staff. As was normal, I sent a mobile telephone text 
message to all staff to attend the office to assist (nearly every staff member 
had a mobile telephone). I also contacted the hotel to get those one or two 
Inspectors that did not have a mobile and ask them to come to the office. 

One of the Inspectors (Ali Moussa) objected to me asking him to come to the 
office because he was not expected to work and he complained to the Team 
Leader (Romilo Obra) that I had no right to ask him to work, 

I spoke to Romilo and was informed that Ali, along with one or two other 
Inspectors in the Mission was not there to work. They were friends or 
relatives of potential clients and only in the Mission so that the company 
could secure future contracts in Nigeria, Comoros and another African 
country. When I said that this was unfair on everyone else I was told that it 
was general practice in Cotecna and that even Kofi Annan’s son was an 
employee at one stage but wasn’t required to work (hearsay only). 
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There were a number of other issues that were raised during our time at 
Iskenderun involving the lack of motivation amongst some of the Inspectors 
who would rather stay in their hotel room or on the boardwalk drinking beer 
and talking to the locals. 

it was at this stage that I spoke to Romilo Obra and said that I was unhappy 
with the way things were going and that as managers / supervisors we 
needed to do something quickly. As a result of our discussion, the Team was 
split into groups with each group given responsibility for certain activities 
(travel, hotel, sampling, etc). This had some effect on morale and attitudes 
changed. 

Towards the end of June, Cotecna Head Office sent out a request for all 
Team Leaders to identify Inspectors that they wanted to retain as the OFF 
Contract was due to be renewed at the end of the month and that some 
inspectors were not going to have their contracts renewed. 

Romilo, Ron and I went through our team and identified a number of 
Inspectors that we were not happy with. We also held a team meeting where 
we informed everyone that contracts were up for renewal and gave 
Inspectors an opportunity to say whether they wanted to remain with the 
Mission or not and which site did they want to transfer to if their contracts 
were renewed. A number of them did not want to renew their contracts and 
departed the Mission at the end of the period. 

It was at this stage that the UN (OIP) had made a decision that some of the 
team was required to move back to Zakho and reopen the site. As a result of 
the weather, I volunteered to go to Zakho on return from leave and this was 
accepted by Romilo and Ron. 

8. Zakho: 

8.1 Dates: 

On my arrival in Zakho on 9'” July 2003 I was made the “Site Supervisor" and 
there were six other Inspectors allocated to the site. We were required to 
have two shifts operating at the border, namely; 

v' Shift A - 0800 to 1 300; and 
/ Shifts -1400 to 1900. 

Due to the ongoing security risks I established a third shift, namely an Admin 
Shift that would operate either am or pm. This meant that Inspectors were 
required to operate as follows: 

Shift A - two Inspectors (0800 - 1 300); 

'k Shift B -two Inspectors (1400- 1900); 

v' Admin - one Inspector (0800 - 1300 or 1400 - 1900); and 

V Site Supervisor - ADTL (0800 - 1900). 

This roster ensured that there was always someone in the office monitoring 
the radio and carrying out the checking of Comms: that were inspected. 
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8.2 Operations: 

As a result of an incident that occurred with one of the Inspectors when he 
incorrectly calculated the number of items listed on an Inspection Report. I 
commenced an audit of open Comms: to determine if any other ones had 
been incorrectly completed and it soon became apparent that there were a 
large number of Comms: that were still open but in actual fact were complete 
because the total number of items had been incorrectly listed. 

A common example that I identified that had occurred on a number of 
occasions was; 

Comm No: XXXXX had six generators complete, including (for 
argument sake) back-up spares of six flywheels for each generator. 

X Therefore, there would have to be thirty-six flywheels included in the 
shipment. 

X The Inspection Report only indicated that there were six flywheels 
because the Inspector did not understand math’s or was unable to 
comprehend or read a manifest, shipping invoice and packaging slip. 

This was not an uncommon incident and as I investigated further I discovered 
more errors of a similar nature. The matter was brought to the attention of 
Cotecna management but I believe nothing was done about it. 

8.3 OIP Initiated Investigations: 

Other work that was carried out during my time at Zakho was to conduct 
investigations into the importation of goods during the hostilities for which 
there was no record of having been received. 

One of these investigations involved a supposed importation of power plant 
equipment for a large power plant just outside of Baghdad. The total value of 
the shipment in dispute was in excess of US$2.50 m. The supplier, a Turkish 
company, had lodged an application for payment with the OIP without having 
their documentation stamped by Cotecna. 

After being given access to the “documents” (photo copies) from the shipping 
company, and conducting a number of investigations with both Turkish and 
Iraqi Customs, I was not convinced that they were original documents 
because: 

X The stamps purported to be Turkish and Iraqi Customs stamps were 
blurred and unreadable; 

X There was no transit stamps for the border crossing in the driver’s 
passport (copy only supplied); 

The name of the person supposedly receiving the goods was 
unreadable; 

X The stamp for the receiving location was blurred and also unreadable; 
and 

X There was no record of the truck having crossed the border on either 
the Turkish or Iraqi Customs databases. 
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I provided an initial report to Cotecna saying that I was not convinced that the 
shipment had in fact entered Iraq and that payment should not proceed until 
further evidence was supplied to the contrary. 

The supplier of the goods and a representative from the shipping company 
came to Zakho and spoke to me, pleading with me to sign off on the 
shipment. I asked to speak to the driver of the vehicle but they were unable 
to provide me with the details or whereabouts of the driver and at one stage 
they did not even know his name. After meeting with them I became more 
concerned in regard to the shipment and declined to sign off on the 
authentication process. 

I was eventually told to disregard my views and to sign off the investigations 
but I refused to do so. I have since been told that this consignment was paid 
by the UN after a representation by the supplier to their UN representative, 
but I am unable to confirm this at this stage. 

I was somewhat surprised at this as 1 had prepared a lengthy report on the 
investigation that I had carried out and had provided evidence from both the 
Turkish and Iraq (Kurdish) authorities that clearly demonstrated that the truck 
identified on the manifest did not cross either border during the time that it 
was reported to have been done so by the driver and supplier. 

8.4 Smuggling Opportunities: 

During my frequent trips to and from the border post I became increasingly 
concerned with the large number of trucks that were crossing the border as 
compared to the number of trucks being processed and/or inspected by my 
staff. 

It was not uncommon to see in excess of 200 to 300 trucks on the transport 
compound at the border and only have one or two of them present manifests 
showing that the consignments were 986 consignments. During a return trip 
to Iskenderun from Zakho, I witnessed a line of trucks, three and four abreast 
stretching from Habur (border) to Silopi (nearest Turkish town) a distance of 
approximately 12-15 kilometres. 

On return to Zakho I saw that this line of trucks had diminished somewhat as 
had the number of vehicles on the Iraq side of the border. I asked the team 
how many trucks they had inspected or processed and I was told that they 
had only processed two trucks, comprising demountable school units. 

I passed this information on to Romilo and Ron but was told not to worry 
about it as those trucks that had not presented their manifests were probably 
not carrying SCR 986 goods. I found that this was extraordinary given the 
fact that the UN was still concerned with the importation of weapons of mass 
destruction, chemicals and other items that could be used by insurgents, 
however, I accepted what they said but was not 100% happy with this as I 
believed that we, as the independent inspection service could have, or even 
should have been more proactive in assessing what was coming into the 
country. 
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9. Transfer to Aqaba: 

9.1 Lead up to T ransfer: 

During the latter part of September 2003 I was asked by the team to clarify a 
number of aspects relating to safety, security and conditions under which the 
team was operating under in Iraq. 

I approached Romilo and informed him of what the team was saying and 
asked his direction as to what I should do. He informed me that I should 
send a report to Joe Saiiba, outlining their concerns and ask him to clarify the 
issues, in particular the insurance coverage for working in Iraq as well as an 
allowance for working in a dangerous environment. A copy of the report was 
sent to Romilo before I sent it to Joe Saiiba and I changed it slightly at the 
request of Romilo. 

There were a number of Inspectors in Turkey who did not want to rotate 
through Zakho as it meant that they would lose their $30.00 a day living 
allowance as everything in Zakho was supplied by the camp management. It 
was at this time that those Inspectors who were at Zakho contacted Romilo 
and stated that they were quite prepared to remain at Zakho with me as they 
felt that I was an effective leader and had their interests at heart. 

9.2 Move to Aqaba: 

Shortly after I had sent the report to Joe Saiiba there was a Team Leader’s 
meeting in Amman Jordan to which Romilo attended. It was whilst he was 
there that he received information from Joe Saiiba that I was to be removed 
from Zakho and sent to Aqaba, effectively a demotion. Romilo took the 
opportunity of contacting me (even though he was forbidden to do so) to 
inform me of that decision. 

On his return to Turkey I discussed the issue with Romilo and Ron and some 
other Inspectors, all of whom were amazed that Cotecna were doing it as 
they had all stated that if I stayed in Zakho then they would also stay with me 
as they felt that I was doing an excellent job as well as looking after their 
safety and security. 

At the end of September I was moved from Zakho to Aqaba. 

10. RESIGNA TION & REASONS 

10.1 Resignation: 

I resigned from Cotecna Inspections SA in October 2003 whilst stationed at 
Aqaba, Jordan. 

10.2 Reasons for Resignation: 

There were a number of reasons for my resignation, among them were: 

Z I felt that Cotecna was badly managed, certainly at the upper level; 
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That Cotecna did not provide adequate training to Inspectors, instead 
left them to find out for themselves how to do the job properly; 
v' That they did not have a performance management or appraisal system 
in place which I thought would have been essential if dealing with the 
UN; 

The company was not performing an adequate function in accordance 
with UN Resolution 986; 

Management were unwilling to listen to others, even if their knowledge 
and customs experience were at a higher level; 
v" That the duties of the job were not consistent with best practice for 
Inspections under the OFF Program; and 

That I felt that given the lack of work being handled by Cotecna in 
Zakho, Iskenderun and Aqaba that it was inappropriate to accept 
remuneration in return for very little work. 

I departed Aqaba early in October 2003 and returned to Australia after 
spending a day in Amman where I held discussions with Milan over the 
reasons for my resignation 

10.3 Post Resignation: 

During these discussions with Milan I was told there were concerns amongst 
Cotecna Management when I was appointed to the position given my 
experience, qualifications and customs knowledge, however, due to the fact 
that Cotecna were unable to recruit qualified and competent inspectors, I was 
employed. 

He went on further to say that Cotecna did not really want people with 
Customs Management experience, preferring instead to employ non- 
Customs people, who had little or no knowledge of Customs. I asked about 
some of the other Customs trained people and he told me that they did not 
question what Cotecna was doing, instead they did what the company 
wanted them to do, namely inspect goods or enter data in a database. 

I felt that this was a bit strange given that Cotecna was supposed to be in 
Iraq to be an independent inspection and verification service for the UN. Our 
contracts with Cotecna stated that Inspectors were supposedly “Experts in 
Mission" in particular with Customs procedures but I found that, in most 
cases, many of the Inspectors had little or no knowledge of Customs 
procedures. 

11. CONCLUSION 

The period that I spent with Cotecna in Iraq, Turkey and Jordan was an 
experience that I would not have missed. I went to Iraq to try and do 
something for the people of that country as well as assisting an organization 
that I had a lot of respect for, namely the UN. 

As an ex-military officer and business consultant, I am aware of and have 
been trained in logistics, security and service delivery. The activities that I 
undertook whilst employed with Cotecna was contrary to everything that I 
had been taught, be that through university, the military or Customs. 
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As a professional Customs Manager and Business Consultant, I was 
somewhat surprised at how Cotecna operated when dealing with a major UN 
activity such as the Oil For Food Program. To my dismay, I found that the 
inspections being performed by Cotecna (inspections which I found to be 
inadequate) were in fact, appropriate based on the instructions provided to 
them by the OIP-UN. 

I could not allow myself to continue to be a part of such an inspection 
program or to be associated with a company who conducted inspection 
business in that manner. 

Whilst I am disappointed that I was unable to work with the UN to achieve a 
desired outcome, I am not sorry to have left Cotecna when I did as I believe 
that the way they operated was contrary to “Best Practice”. 

I will now attempt to answer any questions that you may have. 




Arthur W. Ventham rfdmbaafaimcd 
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I. INTRODUCTION 

Mr. Chairman, Ranking Member Levin, and Subcommittee Members: 

I bring you greetings from Dar Es Salaam, Tanzania, where 1 currently live. Thank you 
for this opportunity to testify before you concerning the United Nations Oil for Food Programme 
(“OFF Programme” or “Programme”). 

In July 1998, I joined the United Nations Office of Iraq Programme (“UNOIP”), as a 
UNOIP customs expert. Eventually I became the Deputy Chief Customs Expert. My 
responsibilities included reviewing contracts for the humanitarian aid to be shipped into Iraq 
under the Programme, as well as monitoring the performance of the independent inspections 
contractors for the Programme. 



128 


Prior to my arrival at the UNOIP, I also had nearly thirty years of experience as a 
Customs Officer for the Government of Canada. I served as Superintendent of the Highway 
Customs Traffic Operations at the Canadian-U.S. border; Superintendent of International Air 
Traffic Customs Operations at the International Airport in Winnipeg, Canada; District 
Programmes Officer for the Department of National Revenue, Canada Customs and Excise; and 
Project Officer in the Headquarters, Firearms Customs Operations branch in Ottawa, Ontario. 

I have substantial experience in monitoring the flow of international goods in conflict 
zones. During the Balkans crisis in 1993-1994, I was the Senior Team Leader for the 
Organization for Security and Cooperation in Europe (“OSCE”). OSCE was responsible in part 
for enforcing sanctions against the regime in Serbia. In 1994, after the armed conflict ended, I 
became the Head of the Sector for Belgrade of the Customs Monitoring Mission International 
Conference on the former Yugoslavia (“ICFV”) on the other side of the border. 

I took a leave of absence from my customs officer position with the Government of 
Canada to Join the UNOIP in New York on a six month, rolling contract to become part of the 
UNOIP’s customs function. I was with the UNOIP for approximately three years, until March 
2001 . 


I welcome the opportunity to share with the Subcommittee my expertise, experiences and 
observations on the UNOIP, as well as on the OFF Programme, during the period of my service. 
The Subcommittee’s invitation requested that I address the following issues in my prepared 
remarks: (1) My knowledge of the humanitarian goods contract review and approval process; (2) 
Details relating to the UNOIP’s oversight and monitoring of the independent inspection agents 
under the Programme, including the inspection agents’ scope of duties, and observations of any 
problems or issues associated with the inspection process due to political, administrative, or local 
conditions; (3) Observations of any problems or issues in relation to approving humanitarian 
goods contracts; and (4) My views on whether, and the degree to which, the OFF Programme as 
implemented achieved the Programme’s goals. 

II. THE CONTRACT REVIEW AND APPROVAL PROCESS FOR 

HUMANITARIAN GOODS FROM JULY 1998 TO MARCH 2001 

There were two main categories of contracts that the UNOIP was responsible for 
reviewing under the Programme: contracts for humanitarian goods and contracts for agency 
goods. Humanitarian goods were sometimes referred to as “53 percent” goods, because 53 
percent of the revenues from the sale of Iraqi oil were used to purchase these goods. Later, this 
number was increased to 59 percent. As I will discuss below, the Government of Iraq was 
permitted to contract directly for the purchase of humanitarian goods. Agency goods, on the 
other hand, were sometimes referred to as the “13 percent goods,” because 13 percent of the oil 
revenues were used to purchase these goods. Agency goods were goods purchased directly by 
United Nations agencies, including the World Health Organization, the World Food Programme, 
and the Field Administration Logistics Division (“FALD”). Agency goods were purchased 
directly by agencies for delivery to the 3 northern govemates of Iraq, because it was felt that the 
Government of Iraq could not be trusted to deliver humanitarian goods to the region. 
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During the period I was with the UNOIP, the contract review and approval process for 
humanitarian goods was different than the process for agency goods. I will first discuss the 
process for humanitarian goods, which had six distinct steps: 

First, at the beginning of each phase of the Programme, the Programme Management 
Division (“PMD”) of the UNOIP was responsible for creating a list of goods that could be 
purchased with the revenues from the sale of Iraqi oil. This list was called the Distribution Plan, 
and was essentially a large shopping list. The Distribution Plan was broken down into various 
sectors including food, medical supplies, education, water/sanitation, telecommunications, oil 
spares, and electricity, and controlled what could be purchased as humanitarian goods. Once the 
Distribution Plan was approved, the Government of Iraq was permitted to seek contracts for 
items on the Distribution Plan. 

Second, the Government of Iraq negotiated directly with suppliers and entered into 
contracts for the purchase of goods on the Distribution Plan. The UNOIP review process 
addressed the issues of appropriateness of pricing and compliance with Security Council 
Resolution 986, which 1 will address later in my remarks. 

Third, the United Nations Mission representing the nationality of the supplier presented 
the contract negotiated between the supplier and the Government of Iraq to the UNOIP. For 
example, if a French supplier had negotiated a contract for spare parts for oil rigs, and spare oil 
rig parts were on the approved Distribution Plan, then the French Mission to the United Nations 
would submit the contract to the UNOIP on behalf of the supplying French entity. Under the 
Programme, suppliers could not present their contracts directly to the 661 Committee; rather, 
they had to work with their respective Missions to have the contract presented to the UNOIP. 
Since the Missions were sponsoring the contracts, we at the UNOIP consequently believed that 
each Mission had a responsibility to review the contracts it was submitting as a first level of 
review. We in the UNOIP did not rely on the Missions in this regard, although we assumed that 
each Mission did their best to review the contracts for contractor and supplier compliance before 
submission. 

Fourth, customs experts at the UNOlP’s Contract Processing Monitoring Division 
(“CPMD”), where 1 worked, reviewed the applications and the contracts presented by the 
Missions on a first-come, first-served basis. It is important to note that the CPMD had a practice 
of prohibiting customs experts from reviewing contracts from their own country of origin. Thus, 
for example, a customs expert on loan from the Russian government would generally not review 
a contract if the Russian Mission had submitted the contract. However, as the CPMD was 
generally understaffed, this practice may not have been strictly followed when contracts began to 
accumulate. 

The customs experts, including myself, reviewed the applications and the contracts box 
by box, line by line, and clause by clause to assess the following: (1) whether the goods being 
purchased under the contract fell into a category of goods on the Distribution Plan; (2) whether 
the goods being purchased under the contract were appropriate and/or suitable for the approved 
purpose in the sector; (3) whether the goods were priced reasonably under the circumstances; and 
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(4) whether contracts included prohibited clauses that were outside the scope of the Programme, 
such as preferred payment clauses or performance guarantees. 

To assess the reasonableness of prices, the customs experts attempted to obtain the 
transactional value of the goods by various methods. These methods included: cross-checking 
the prices on similar goods; checking catalogs of different suppliers for price comparisons; 
researching price information available on the Internet; and contacting suppliers via the 
permanent Missions. It is important to point out that customs experts were not allowed to meet 
with suppliers in the absence of representatives from the respective Missions to reduce potential 
offers of bribes or other financial incentives that suppliers might extend. In addition, as the 
Programme progressed, we began to see recurring contracts and we could compare the price, for 
example, of basic building supplies from Phase III with similar building supplies in Phase IV. 
We also compiled a searchable database by which we conducted price comparisons between 
contracts over previous phases of the Programme. Price assessment was an extremely difficult 
task for reasons that I will discuss in more detail later in my testimony. 

The customs experts checked to make sure that the corresponding paperwork was in 
order to facilitate the authentication that would be conducted by the independent inspection 
agents once the goods arrived in Iraq, which I will discuss in more detail in the next section. 
Port of entry had to be specifically defined so that the inspectors at a particular authentication 
site would have the proper documentation. In addition, it was particularly important that each 
and every item to be shipped under the contact be identified specifically as a line-item. For 
example, a contract could not simply say “assorted spare parts.” Rather, it had to specify as a 
separate line-item each individual part to be shipped under the contract. This line-item detail 
was necessary to enable the independent inspection agent to verify that each line-item of the 
contract had arrived in Iraq by a comparison to shipping documents and physical inspections at 
the borders. It also facilitated the later examination by the United Nations Monitoring, 
Verification and Inspection Commission (“UNMOVIC”), to ensure that the goods included no 
dual-use items, which I will discuss in a moment. 

In cases where the contract or supporting application was not compliant, the contract was 
placed under evaluating, or non-compliant, status. The reviewing customs expert would write to 
the supplier, via the submitting Mission, requesting further information, that the application be 
revised, or that the parties amend the contract. Amendments were required to be signed by both 
parties to the contract. The application and contract could not proceed further until the reviewing 
expert changed the application’s status. 

Following this thorough review of the application and the contract, the customs expert 
compiled his or her findings in an Officer’s Comment, or report, which included the expert’s 
assessment of whether the contract price was reasonable, slightly high, or excessive. The 
customs expert also included all written communications between the respective Mission, the 
supplier, and the customs expert, as well as any technical specifications that had been supplied or 
requested. The application and contract, the report, and all supporting documentation were then 
forwarded to the Chief Customs Expert or the Deputy Chief Customs Expert. 
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Fifth, the Chief Customs Expert or the Deputy Chief Customs Expert conducted another 
supervisory level of compliance review of each written contract report. Each contract was 
reviewed and signed-off-on by the Customs Expert who prepared the report and either the Chief 
or Deputy Chief Customs Expert before submission to the 66! Committee. Thus, from the end 
of 1999 until I left the Programme in March 2001, while 1 was serving as the Deputy Customs 
Expert, I reviewed most of the contracts and written contract reports compiled by the customs 
experts at the UNOIP. Following this review, the applications, contracts, and supporting 
documentation were forwarded to the 661 Committee with the written reports of the CPMD 
customs experts. 

At some point in time in 2000, the 661 Committee requested that United Nations 
Monitoring, Verification and Inspection Commission (“UNMOVIC”) comment on the dual use 
capability of certain items included in humanitarian good contracts. Thereafter, UNMOVIC 
reviewed the contracts simultaneously with the custom experts’ reviews. The written customs 
experts’ reports included comments from UNMOVIC concerning dual-use capability. 

Finally, the 661 Committee reviewed each contract and each report, including whether 
the contract complied with relevant United Nations resolutions, in particular Resolution 986. 
The 661 Committee had the option of approving the contract, denying the contract, or putting the 
contract on hold pending clarification. The 661 Committee had 48 hours from its receipt of the 
contract to take action either approving, denying, or putting on hold the contract. This procedure 
changed pursuant to Security Council Resolution 1284 after my departure. 

If one counts the review that the Mission should have conducted before submission, each 
application and contract had three levels of review before it was submitted to the 661 Committee, 
and four levels of review including the 661 Committee. In my opinion, this represented a 
reasonable review process involving various stakeholders, 

Agency goods, or 1 3 percent goods, the other major category of goods under the UNOIP, 
had a slightly different contract review and approval process. Because agency goods were 
purchased directly by the agencies, rather than by the Government of Iraq, the contract review 
process did not involve the same level of scrutiny that the UNOIP gave to contracts for 
humanitarian goods. Moreover, the agencies paid for the goods at the time of purchase, so they 
did not require the same authentication process as humanitarian goods required. Despite these 
differences, the customs experts in CPMD thoroughly reviewed these contracts using the same 
criteria I discussed earlier and also compiled a report for each contract. In addition, contracts for 
the purchase of agency goods had to be approved by the 661 Committee. 

III. UNOIP’S OVERSIGHT AND MONITORING OF THE INDEPENDENT 

INSPECTION AGENTS FROM JULY 1998 TO MARCH 2001 

To understand the UNOIP’s role in the oversight and monitoring of the independent 
inspection agents, it is first important to understand the limited role of the independent inspection 
agents. When 1 first started working in the UNOIP, Lloyd’s Register, a British Company, had 
the inspection contract for the Programme. In February 1999, Cotecna SA, a Swiss Company, 
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replaced Lloyds Register. Both companies, during their respective terms, were charged with 
“authenticating” the goods the Government of Iraq purchased under the Programme. 
Authentication is the process by which inspectors confirmed the physical arrival of the goods for 
those contracts that had been approved by the 661 Committee. Authentication requires 
inspectors to compare the goods delivered to contract documentation approved by the 661 
Committee, shipping documents, and cargo manifests. The independent inspectors were not 
responsible for either pre-shipment inspections, price verification, or a commercial standard 
post-landing inspection. Food deliveries were, however, subject to laboratory testing to ensure 
fitness for human consumption prior to authentication. 

It should be noted that the independent inspectors had no mandate to monitor or to report 
sanctions violations, or to carry out inspections of goods not presented for inspection. Thus, 
under the design of the Programme, the role of the independent inspection agents was reactive, 
rather than proactive. 

The critical aspect of authentication is that it was the trigger for payment to the supplier. 
A supplier could not draw down on the Letter of Credit issued by the UNOIP until the goods had 
been authenticated as having arrived in Iraq by the independent inspection agents. Once the 
goods were authenticated, the U.N. Treasury Department was notified and the Letter of Credit 
issued to the supplier was funded. As a result, the absence of authentication meant no payment 
to the supplier. Delayed authentication meant delayed payment to the supplier. Authentication 
of less than all of the approved goods could mean no payment or partial payment to the supplier, 
depending on the terms of the contract. 

Authentication is not the same as a normal commercial inspection process; rather, it is a 
very limited physical inspection and document comparison focusing on the arrival of goods in a 
country. Our mandate was to make sure that approved goods were delivered, not to make sure 
that the Government of Iraq was satisfied with the quality of goods they received. Because 
authentication was a prerequisite of payment to suppliers, the Government of Iraq could have 
used commercial inspectors to hold up payment to, and gain additional leverage on, suppliers. 
By reducing the level of inspection required, the “independence” of the independent inspectors 
was enhanced. 

The UNOIP sent the relevant contract paperwork to the independent inspection agents at 
the 4 different entry sites where goods were authenticated under the Programme. In addition, the 
independent inspection agents would receive contract items to be verified from the UNOIP by 
virtue of a Lotus Notes database, generally referred to as the OFF database. 

The method for authentication and level of analysis, however, varied depending on the 
type of goods involved. For example, some goods could be verified by documentation and a 
simple visual inspection. Other, non-standard contracts, however, such as the refurbishment of 
goods in the oil spares sector, where I worked, often required the customs experts to draft 
specialized procedures for authentication, or “SAPs.” SAPs were also drafted by the customs 
experts for any contract containing services. 
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One example of tailoring authentication procedures to specialized contract needs 
involved the removal, refurbishment and reinstallation of two Rolls Royce turbine engines. The 
multi-million dollar contract required the two Roils Royce engines to be removed from their 
locations in Iraq, shipped back to the Rolls Royce factory in Scotland, repaired and refurbished, 
shipped back to Iraq, reinstalled and recommissioned in working order. As a result, each step of 
the process had to be authenticated. Therefore, the UNOIP drafted a SAP by which a Cotecna 
inspector would be on site to witness the removal and crating of the two Rolls Royce engines. 
Cotecna inspectors in Iraq would also be responsible for ensuring that the crates containing the 
two gas turbines were sealed at the site and remain sealed when loaded on the ship for transport 
back to the Rolls Royce factory. Once in Scotland, inspectors were responsible for checking to 
make sure the seals were intact when the shipment was unloaded, as well as making periodic 
inspections to make sure the refiirbishment was in fact being done as required under the contract. 
Inspectors in Scotland were also required to verily that the refurbishment had been completed 
and oversee the packing and crate sealing at the Rolls Royce factory. Once the shipment of 
turbines arrived in Iraq, Cotecna inspectors verified that the seals had not been broken on the 
shipping containers, as well as monitoring the reinstallation, recommissioning and functioning of 
the turbines. This is one example of an SAP that we regularly developed at CPMD, and that 
Cotecna regularly implemented. This type of SAP was approved by the 661 Committee and 1 
believe gave the Committee additional comfort in terms of ensuring that payment was for 
services performed and goods delivered. 

The UNOIP conducted oversight and monitoring of the independent inspectors in several 
ways. First, the UNOIP was in almost daily contact with the sites discussing what procedures to 
use to authenticate the goods. In cases involving non-standard goods, the UNOIP worked 
closely with the independent inspectors to relay the appropriate procedures for authenticating the 
goods. Second, customs experts from the UNOIP often made mission trips to Iraq to conduct 
site visits and reported back to the UNOIP on how well the independent inspectors were 
complying with their obligations under their contracts with the United Nations. The UNOIP did 
not have a permanent presence at any of the inspection sites in Iraq. While 1 thought that it 
would have been advisable for the UNOIP to have had a customs expert in Iraq full-time, others 
in CPMD were of a different opinion. As a result, the UNOIP customs experts made periodic 
mission trips to Iraq. 1 made three such trips during my tenure. Third, in the case of the contract 
with Cotecna, the United Nations initially granted the company a six-month contract. Thus, the 
United Nations had Cotecna on a short leash and could have replaced the company if it was 
unhappy with its performance. 

In April 2001, as the term of Cotecna’s amended contract was coming to an end in June 
2001, the UNOIP issued a Request For Proposal (“RFP”) for the independent inspection contract 
for the Programme. I left the UNOIP on March 31, 2001, but to my knowledge, nobody in 
CPMD had a role in selecting the winning bid. The procurement division of the United Nations 
was in charge of selecting the winning bidder, which occurred in May 2001 . My feeling, which I 
believe was shared by the other customs experts in CPMD, was that Cotecna was performing 
very well under their contract and was very responsive to requests for service enhancements. 
Due to Cotecna’s demonstrated outstanding performance, as well as their unique experience in 
the Programme, it was in the best interest of the Programme to retain Cotecna as the independent 
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inspection agent, especially to provide continuity of effective service delivery. Cotecna had been 
a very dependable contractor under difficult circumstances and often did more than they were 
contractually obligated upon requests from UNOIP. 

When concerns were raised with Cotecna, the company was extremely responsive and 
took steps immediately to remedy those concerns. For example, early in Cotecna’s initial 
contract the company assigned its inspectors in Iraq to a 5-1-5 schedule, where they would work 
in-country for five months, take one month off, then return for another five-month shift. At the 
time, Cotecna could not have known how difficult this schedule would be for its inspectors. 
Given the problems they sometimes faced dealing with local Iraqi Government officials and the 
harsh environment, however, this policy started to cause a lot of tension with Cotecna’s 
inspectors. I recommended to Cotecna that it change this policy so the inspectors were able to 
get time-off under a shorter schedule. Under their contract, Cotecna was not required to 
implement my recommendation. However, Cotecna was responsive to this request and changed 
their policy, which actually increased the productivity of the inspectors. This was true of other 
recommendations and requests made to Cotecna, such as to increase the number of inspectors 
with “customs” knowledge. The company was always responsive and did more than they were 
required to under the contract to make the process work. They were not perfect, however, and 
when issues arose, we did not hesitate to bring these issues to Cotecna’s attention, as evidenced 
by my mission reports which included both critical and complimentary observations. The 
company’s responsiveness is one reason the customs experts had a favorable opinion of Cotecna 
and believed it was in the best interest of the Programme for Cotecna to be retained for 
authentications. That said, however, CPMD had no authority over procurement. The 
procurement division of the Programme made the decision to award the contract to Cotecna. 

Based on my experience in the monitoring of Cotecna’s performance, when I was leaving 
the UNOIP Cotecna was high on my list among several offers of employment I received. I had 
always been impressed with the company’s professionalism, responsiveness and its dedication to 
the task at hand. The other customs experts in CPMD, as well as my superiors in the UNOIP, 
were aware that 1 was joining Cotecna and supported my decision. I did, however, avoid 
working on the Programme to prevent any perceived conflict of interest, given my former role in 
the UNOIP. Instead, 1 joined Cotecna’s Liaison Office in Dar Es Salaam, Tanzania. 

IV. OBSERVATIONS REGARDING THE APPROVAL OF HUMANITARIAN 

GOODS CONTRACTS FROM JULY 1998 TO MARCH 2001 

From the perspective of a customs expert at the UNOIP, it is important to make clear that 
instances of overpricing in contracts with the Government of Iraq, where they were supported by 
something more than just a customs officer’s hunch, were passed along in our reports to the 661 
Committee. It was the 661 Committee alone that approved contracts. On many occasions, 
CPMD noted that there were instances of overpricing or other concerns in its written reports to 
the 661 Committee. What the 661 Committee did with the UNOIP’s reports and how they used 
that information is beyond the scope of my testimony. However, I know that a large number of 
contracts submitted to the 661 Committee contained notices or alerts concerning overpricing. 1 
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do not recall any of these contracts being put on hold by the 661 Committee due to overpricing 
despite our warnings. 

There are several reasons why it was difficult for customs experts to detect overpricing. 
First, there was the fact that suppliers were hiking a large risk under these contracts. In a typical 
commercial contract, a supplier often would be paid when the supplier delivered the goods to the 
shipper, often in the country of origin, which is consistent with normal commercial practice. 
Unlike typical commercial contracts, the suppliers participating in the Programme were not paid 
until their goods actually arrived in Iraq and were authenticated by the third-party inspectors, 
either Lloyds or, later, Cotecna. If the shipper was boarded and inspected by U.S. Naval vessels 
enforcing sanctions, payment could be delayed. Due to the volume of goods passing through the 
Programme, instances where the Government of Iraq refused to cooperate at inspection sites, and 
other contingencies, suppliers often were not paid for months after their shipments had arrived. 

As a result, suppliers often increased their prices or “overpriced” the contracts by small 
amounts, in the neighborhood of 10 percent. But given the unusual conditions and risks that 
suppliers endured in order to participate in the Programme, it was difficult to say that a small 
increase in price was commercially unreasonable when a supplier could often sell the same 
product in a commercial transaction with much less risk. In conducting our price assessments, 
customs experts at the UNOIP were routinely told by suppliers that these slightly inflated 
amounts were being charged because of the risks that suppliers took by participating in the 
Programme or the cost of carrying charges on the goods shipped. This explanation often seemed 
reasonable. Accordingly, a contract for goods that was 10 percent higher may well have been a 
fair market value. Such issues were always identified and passed along to the 661 Committee. 

Second, as the Programme evolved and additional goods were added to the Distribution 
Plan, it became more difficult to conduct a pricing assessment of the contracts. One reason is 
that many of the goods added to the Distribution Plan were technical in nature. In the Oil Sector, 
for example, contracts were signed for the replacement of failed goods which were often 20 
years or more in age. The replacement goods had to “fit” the infrastructure and, for example, if a 
compressor failed it had to be replaced with a compressor of a technology which was consistent 
with the rest of the environment in which it was to be installed. A compressor that was 20 years 
old was not worth much on the open market, but was extremely valuable for Iraq’s antiquated 
infrastructure. Since such equipment was scarce, suppliers could charge a substantial premium. 
Customs officers by trade know a little bit about a lot of things, but as the goods became more 
sophisticated, it was clear that we needed more technical expertise within the UNOIP. We 
attempted to add this expertise by adding requirements to our terms of reference for customs 
officials with expertise in these technical areas, as well as in pricing. Unfortunately, we were not 
able to make a significant difference in gaining the necessary expertise. 

In addition, many of the later contracts for industrial goods had provisions for 
mobilization, commissioning, and services. Mobilization is the process of getting a good to the 
location where it will be used, while commissioning is the process of getting the good up and 
running once it has been delivered. Pricing for mobilization and commissioning take into 
account numerous factors that are difficult to quantify, including: transportation, travel costs for 
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individuals, and hourly rates for individuals with various areas of expertise. Thus, it was 
extremely difficult for customs experts at the UNOIP to detect overpricing in contracts involving 
provisions for mobilization, commissioning, and service charges. Despite these challenges, 
however, customs experts at the UNOIP continued to use their best efforts to assess pricing using 
the various methods I described earlier, and to my knowledge all suspected overpricing was 
reported to the 661 Committee. 

Third, there is the inherent difficulty in assessing a reasonable price or fair market value 
when you are attempting to compare prices from suppliers in various regions of the world. A 
price on a good in one region of the world might be completely different from the price on the 
same good in another region, yet both may be reasonable market prices in their respective 
regions. For example, the price of a can of Coca-Cola in Wisconsin is different from the price of 
a can of Coca-Cola in Mongolia. But this doesn’t necessarily mean that the cost of Coca-Cola in 
Mongolia is unreasonably high or that kick-backs are occurring. In short, even taking into 
account the risk incurred by the suppliers in participating in the Programme, as well as the 
technical and complicated aspects of many of the contracts, it was often difficult to conduct our 
pricing assessments in the UNOIP within the context of normal market environments. 

For all of these reasons, I believe that, for the most part, the customs experts at the 
UNOIP did a commendable job considering the extremely difficult task at hand. What is more, 
our work was reported directly to the 661 Committee, which had the ultimate authority to decide 
whether contracts were approved, denied, or placed on hold. 

The majority of contracts were presented by the Missions of France, China and Russia. 
There were instances, however, where 1 believe that individuals within the political elements of 
the United Nations pressured customs experts to help push contracts along. In one case, Michael 
Merkoulov, a Russian customs officer, complained to me that he was being pressured by the 
Russian Mission to help insure that certain contracts were approved. I do not recall exactly how 
this situation was resolved, but knowing Mr. Merkoulov quite well, 1 am very certain that he did 
not succumb to this pressure. 

On another occasion, I received an anonymous fax stating that a contract from a Chinese 
supplier for $12 million was outrageously overpriced. I spoke with Jeremy Owen, the Chief 
Customs Expert at that time, to see what should be done. When I later returned to my desk, 
however, the smoking-gun fax was missing. Subsequently, the document reappeared on my 
desk. I eventually discovered that Chang Sheng Li, a Chinese customs expert, had taken it and 
faxed it to the Chinese Mission. Mr. Li admitted that he had contacted the Chinese Mission to 
request that the Mission look into this irregularity and to advise the Mission not to participate in 
any potentially illegal contract submissions. I believed that this action by Mr. Li was unethical 
given that the Chinese Mission had already presented the contract. Despite this conduct, Mr. Li 
remained with the UNOIP but his duties changed to reviewing agency goods contracts. It is my 
belief that influential people within the United Nations protected him. 1 was never personally 
approached by anyone seeking to exert political influence, and 1 do not recall any other instances 
of such conduct beyond the two I just described. 1 do know, however, that many Missions had 
regular contact with customs experts from their countries. 
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As mentioned above, agency goods did not have to undergo authentication in order for 
suppliers to be paid. As a result, there was no link between oversight by the custom officers and 
payment for the suppliers. In mid to late 1999, the UNOIP requested that the agencies and 
Cotecna authenticate the arrival of agency goods to facilitate the provision of statistical 
information regarding goods delivered under the 13 percent account via the OFF database. 
Statistics regarding humanitarian goods were readily available because Cotecna had performed 
its authentication services and could provide detailed information concerning humanitarian 
goods. However, because agency goods by-passed Cotecna’s inspection sites, it was difficult to 
provide the 661 Committee with any statistics regarding the delivery of agency goods. 
Accordingly, some shippers of agency goods began to voluntarily stop at Cotecna inspection 
sites so that statistical information could be provided to the 661 Committee. 

Finally, during my tenure at the UNOIP, I heard rumors within the UNOIP that the 
Government of Iraq was insisting that oil purchasers pay 25 cents a barrel Into off-shore accounts 
as a “signing bonus,” but 1 never came across nor heard rumors of such practices with respect to 
the contracts for humanitarian goods, 

V. VIEWS REGARDING THE SUCCESS OF THE OIL-FOR-FOOD PROGRAMME 

IN ACHIEVING ITS GOALS 

The stated goal of the Programme was to get humanitarian goods to the Iraqi people who 
were suffering as a result of the United Nations sanctions on the Government of Iraq, while 
insuring that the Government of Iraq did not manipulate the Programme to rearm its military. 
Taking into account the complexity of the sanctions scheme, the vast number of suppliers and 
corresponding countries involved in the Programme, and the fact that the work to be done on the 
ground was in harsh territory controlled by a dictator, I believe the Programme was successful in 
achieving its goal in spite of these limitations. From the evidence following the recent invasion 
of Iraq, it appears that the former Government of Iraq was unable to manipulate the Programme 
to rebuild Saddam Hussein’s army. Moreover, there is no doubt that the Iraqi people received a 
great number of shipments of food and medicine that they would not have otherwise received 
had it not been for the Programme, especially in the Northern Govemates. The humanitarian 
efforts of the Programme provided a visual benefit by improving the quality of life for the people 
of Iraq. In my view, the UNOIP was conducting reasonably good stewardship of this highly 
complex Programme to the best of their ability within the limitations placed upon it. 

The recent focus of the many investigations making news appears to be on the billions of 
dollars the Government of Iraq allegedly fraudulently obtained through the Programme. I cannot 
speak to any fraud that might have occurred on the oil sales part of the Programme; that is, the 
Government of Iraq’s sale of oil to fund its purchases of humanitarian goods. I was not involved 
in that part of the Programme; however, I heard numerous rumors of kick-backs related to oil 
sales. On the humanitarian goods side of the Programme, as I testified earlier, I can only say that 
I was working with a group of highly-qualified and committed customs experts in the CPMD 
that I believe were doing their best to report overpricing and suspected fraud to the 661 
Committee. Moreover, all of us within CPMD believe in the work that we were doing. To my 
knowledge, the 661 Committee was fully aware of all suspected overpricing and fraud detected 
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by the customs experts in the CPMD. What the 661 Committee did with this information is 
beyond the scope of my testimony. 

In addition, I was impressed with Cotecna’s role as the independent inspection agent in 
charge of authentications under the Programme. Cotecna was charged with a very difficult task 
in a very harsh environment. Despite this, Cotecna was always responsive to the 
recommendations of the customs experts. Moreover, as the Programme progressed, the UNOIP 
repeatedly asked Cotecna to perform additional tasks that, in my opinion, were not covered under 
their contract. Again, Cotecna was always responsive, and to my knowledge always 
implemented the requested additional services. Given Cotecna’s limited, technical role in 
conducting authentications for the Programme, as well as the oversight of the company 
conducted by the UNOIP, I have no reason to believe that Cotecna was involved in any of the 
overpricing and kick-back schemes that appear to be the focus of several investigations. In my 
opinion, they did a fine job under difficult circumstances. The limitations on the effectiveness of 
the Programme included the inability to institute sound customs practices within the Government 
of Iraq, as well as the lack of freedom of movement in Iraq. Another example of the types of 
limitations that Cotecna dealt with was the lack of laboratory testing facilities in Iraq. Iraq was 
not allowed to have its own laboratory facilities due to the potential for dual use. As a result, the 
Government of Iraq would not allow Cotecna to have laboratories in Iraq for testing food. 
Therefore, Cotecna had to ship food samples out of Iraq in order to test them to determine 
whether they met the Programme food standard of “fit for human consumption.” This procedure 
was much more expensive for Cotecna than it would have been to have a laboratory in Iraq for 
this purpose. 
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Testimony of John Denson. Savboit General Counsel. 

Before the Senate Committee on Homeland Security and Governmental Affairs. 

Permanent Subcommittee on Investigations 
February 15. 2005 

Mr, Chairman, distinguished members of the Subcommittee, 

Thank you for inviting me to speak before the Subcommittee today on the role of Saybolt 
Eastern Hemisphere B.V, and its affiliates and subsidiaries (“Saybolt”) in the administration of 
the United Nations Oil-for-Food Program (the “Program”). As the general counsel to Saybolt, I 
am familiar with our role in the Program, which included monitoring the export of oil from 
specified locations in Iraq and, to a lesser extent, monitoring spare parts and equipment imported 
into Iraq for use in the oil industry. In addition, Saybolt coordinated studies that oil industry 
experts conducted on Iraqi oil production and infrastructure. 

Saybolt is proud of the role it played in the U.N. Oil-for-Food Program, monitoring more 
than 2700 loadings of oil at three authorized export locations over a period of almost 80 months, 
Saybolt’s work was performed by dozens of oil inspectors who were rotated in and out of remote 
locations and required to work under circumstances that were frequently difficult. Moreover, 
many Iraqi officials with whom Saybolt necessarily interacted were resistant or hostile to the 
Program, and the on-site monitoring equipment that was available to Saybolt was, as Saybolt 
noted from the outset, often defective, inoperative, or altogether unavailable. Nonetheless, the 
irregularities that occurred over several years were very few, and those that did occur were 
reported and corrected as they became known. 

I will focus my remarks on the topics your invitation asked me to address. They include: 
the selection of Saybolt as a contractor for the Oil-for-Food Program; the performance of the 
contract, including Saybolt’s relationship with the United Nations and the Maritime Intervention 
Force (the “MIF”); irregularities within the Oil-for-Food Program, including the two Essex 
“topping off’ incidents in 200 1 ; and the audit of Saybolt by the U.N. Office of Internal Oversight 
Services (“OIOS”). 

I. SELECTION OF SAYBOLT FOR THE OIL-FOR-FOOD PROGRAM 

Saybolt was selected as the independent oil inspection agent of the United Nations 
through a competitive bid process that was initiated by a U.N. request-for-proposal (“RFP”). 

The sixth paragraph of U.N. Security Council Resolution 986 (1995) directed the U.N. Secretary 
General to appoint agents to assist the Committee established by U.N. Security Council 
Resolution 661 (the “661 Committee”) with the task of monitoring the quantity and quality of 
exports of Iraqi oil under the U.N. Oil-for-Food Program. Pursuant to that authority, on June 11, 
1996, the Commodity Procurement Section of the U.N. Procurement and Transportation Division 
issued the RFP, which included a request for provision of independent oil inspection agents. 

Saybolt viewed the U.N. RFP as a good business opportunity to apply our almost 100 
years of experience in inspection and analytical testing of petroleum products to a prestigious 



140 


international project. We were also pleased that we would be contributing our know-how to a 
major program designed to serve the urgent humanitarian needs of the Iraqi people. 

Accordingly, on June 17, 1996, we submitted our Proposal to provide oil export inspection 
services. 

We are aware that the U.N. Independent Inquiry Committee’s Interim Report, issued on 
February 3, 2005, sets forth allegations that one or more individuals within the United Nations 
may have violated U.N. procurement policies during the negotiation process. No procurement 
policies of the U.N. were ever provided to Saybolt, and they were not publicly available insofar 
as we are aware. Indeed, the only procurement policy of which we were aware at the time was 
the one contained in the RFP, in which the “UN reserve[d] the right ... to negotiate with any of 
the proposers or other firms in any manner deemed to be in the best interest of the UN.” It was 
Saybolt’s understanding during the procurement process that the United Nations viewed Saybolt 
as the most qualified bidder to handle the job. Saybolt, unlike its principal competitor in the 
bidding process, specialized in oil inspections, rather than all types of inspections. We also 
offered inspectors with no connections to the region, which was desirable to the United Nations. 
During the bid process, the United Nations, pressed Saybolt for a lower price, which is not 
uncommon in our industry when negotiating for a contract, and Saybolt did lower its bid based in 
part on clarifications to the contract requirements that the U.N. provided. 

On August 16, 1996, Saybolt and the United Nations entered into a contract (the “First 
Contract” or “1996 Contract”) with an initial term of six months, subject to extensions of six- 
months each, at the sole discretion of the United Nations. After the First Contract was extended 
for a total of slightly more than three years, another RFP process was initiated. In that process, 
Saybolt submitted a Proposal on February 1 1, 2000, and on May 29, 2000, the United Nations 
formally accepted that proposal and entered into a new contract with Saybolt that governed 
Phases VII through Xlll of the Program (the “Second Contract” or “2000 Contract”). 

11. PERFORMANCE OF THE CONTRACT 

You have also asked us to comment on the execution of the contract. Saybolt performed 
two functions in the Program. First, we acted as a monitor. This monitoring role initially 
applied only to exports of crude oil from two export points authorized under the Program. Our 
monitoring responsibilities were later extended to include monitoring of imports of oil industry 
spare parts. Second, we coordinated three studies of the Iraqi oil industry by a group of experts 
called for under resolutions of the U.N. Security Council. 

Saybolt was responsible for monitoring the quantity and quality of Iraqi crude oil loaded 
onto vessels from the Mina Al-Bakr offshore terminal in southern Iraq and from the port of 
Ceyhan in Turkey. These two locations were the only locations where we were asked to monitor 
the export of Iraqi oil to buyers, and they were the only authorized ports for export of oil under 
the Program. Saybolt was also responsible for monitoring the flow of oil near Zakho, along the 
Iraq-Turkey pipeline by which Iraqi oil was delivered to the Ceyhan port. We began monitoring 
in 1996, after receiving a Request to Commence Mobilization from the United Nations dated 
November 29, 1996. 
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Beginning in 1998, Saybolt agreed to coordinate the preparation of expert reports on the 
Iraqi oil industry called for by U.N, Security Council resolutions. The United Nations hired 
Saybolt to coordinate a study by a group of experts under U.N. Security Council Resolution 1 153 
(1998). The purpose of this study was to assess Iraqi oil production and transportation capacity, 
and necessary monitoring. In 2000, Saybolt was hired to coordinate another group of experts 
study, as called for under U.N. Security Council Resolution 1 284 (1 999). The purpose of this 
study was to review the status of Iraqi oil production and transportation capacity. In 2001, 
Saybolt was hired a third time to coordinate a study of the Iraqi oil industry by a group of experts 
under U.N. Security Council Resolution 1330 (2000). The purpose of this study was to evaluate 
in further detail proposed expenditures on equipment and spare parts for the Iraqi oil industry. 

Almost a year-and-a-half after we began monitoring oil exports from the two designated 
exports points and following the first group of experts Report, the United Nations awarded 
Saybolt a contract for additional inspection work related to the Program. We were asked to 
submit a proposal to monitor the storage, delivery, and utilization of spare parts that Iraq began 
to import for the purpose of maintaining and developing the Iraqi oil industry. Our proposal was 
accepted in a June 1998 amendment to the First Contract. 

In 2003, following the overthrow of Saddam Hussein, the oil monitoring program ended. 
At that point, Saybolt had acted as the United Nations monitor for almost seven years, and had 
monitored more than 2700 loadings totaling approximately 3.4 billion barrels of oil over the life 
of the Program. As the program was being dismantled, the Second Contract was partially 
suspended on April 17, 2003, and was formally terminated by the United Nations on June 4, 
2003. 

U.N. Contact Points 

During its performance as a contractor, Saybolt was in constant communication with the 
United Nations. Throughout the Program, Saybolt, like the United Nations, utilized a 
commercially-available electronic online database to ensure that each vessel loading was 
supported by a contract and a letter of credit that were approved by the Oil Overseers of the 
United Nations. Through this database, we provided information to the United Nations 
regarding each loading on a real-time basis. Saybolt exchanged information with the Office of 
Iraq Programme (“OIP”) and the U.N. Overseers on a daily basis. 

Saybolt was also in contact with the United Nations regularly regarding staffing. Our 
inspectors were experienced in monitoring, and they received special training designed to assist 
them in carrying out their duties as inspectors for the United Nations. As required by contract, 
individuals nominated to work as inspectors for Saybolt were approved by the U.N. Overseers. 

In addition to frequent contact with the United Nations, Saybolt also had regular contact 
with the MIF. The MIF was copied on reports to the United Nations regarding vessel loadings at 
Mina Al-Bakr. This enabled the MIF to monitor vessel movements in the Gulf. In addition, we 
exchanged information with the MIF immediately before the Coalition invasion of Iraq. The 
MIF assisted in the evacuation of our inspectors, and we provided information to the MIF 
regarding the layout of the oil facilities in Iraq so that they could be secured more efficiently. 
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Facing Operational Difficulties Within Iraq 

In performing their duties, Saybolt’s inspectors were often subjected to personal risks. 
Nearby military operations and violent attacks were not uncommon. As we have all seen in 
news reports from that time, Iraq did not always welcome the United Nations or its contractors. 
Iraq initially resisted the very idea of an Oil-for-Food Program. This political friction between 
Iraq and the outside world made our task especially delicate, because we were associated with 
the United Nations in the eyes of Iraqis. Coping with these physically and mentally challenging 
working conditions required courage and professionalism on the part of inspectors. 

Difficult living conditions in Iraq often made performing daily tasks quite a challenge. 
The state of the Iraqi infrastructure was far worse than even we expected from our preliminary 
fact-finding missions. At the isolated, remote locations where our inspectors carried out their 
mission, it was often difficult to obtain the basic necessities — food, electricity, water, 
transportation, and housing. Telecommunications equipment was primitive. Some days, we had 
neither electricity nor water at the Mina Al-Bakr terminal. The harsh conditions in Iraq were 
noted in the reports to the United Nations and were confirmed by a United Nations Iraq-Kuwait 
Observation Mission (“UNIKOM”) safety audit of the Mina Al-Bakr operations in April 1999. 
On some occasions, our inspectors at Mina Al-Bakr were stranded at the terminal without 
electricity and without water. Mina Al-Bakr also had frequent air conditioning outages, leaving 
inspectors exposed to heat that sometimes reached 130 degrees for long periods at a time. 
Because of the high cost of placing telephone calls from Iraq, communications between our 
inspectors and their families were limited. 

On the subject of difficulties we encountered in Iraq, I should note that we also struggled 
to arrange reliable, affordable transportation to and from the Mina Al-Bakr terminal, as we were 
dependent on aged transportation vessels to go to and from that terminal. Standard tasks became 
complex because we were operating in an environment subject to multilateral sanctions. It was 
not a simple process to obtain travel visas for our personnel going into Iraq, to clear our 
equipment through customs without unreasonable delay, to provide transportation within Iraq, or 
to arrange the means for our employees to pay for their basic living expenses while in Iraq. 

Development of Method to Verify Loading Quantities In Absence of Reliable Meters 

The poor state of the Iraqi infrastructure not only had an impact on our employees, but it 
also had an impact on our monitoring methods. As explained above, Saybolt’s principal 
responsibility was to monitor the quality and quantity of oil loaded onto vessels at Mina Al-Bakr 
and Ceyhan. From the very beginning of the Program, we encountered difficulties in persuading 
the Iraqis to install and repair metering equipment at the Ceyhan and Mina Al-Bakr sites. When 
we arrived in Iraq, neither location had metering equipment calibrated to accurately measure how 
much oil was loaded onto the vessels. We informed the United Nations of this problem even 
before the Program began through our preliminary fact-finding report. 

In the absence of metering equipment at Mina Al-Bakr, Saybolt applied the best 
alternative method. This method, which is commonly used within the industry, used the capacity 
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and calibration charts of the vessel in order to determine how much oil was loaded into the 
vessel. To determine how much oil was loaded onto a vessel, a Saybolt inspector would, prior to 
loading, measure the on-board quantity (“OBQ”) of the vessel. Then, after loading, we would 
measure the ullage (the amount by which the vessel tank falls short of being full) and the 
temperature of the oil. Our inspectors compared this data with the calibration charts to determine 
how much oil had been loaded onto the vessel. 

The vessel calibration charts, however, sometimes were not precise. For example, if a 
vessel hull had been scraped and dented inwards, the overall capacity of the vessel would be 
reduced. Repairs to the vessel could likewise change the overall capacity of the vessel. In 
addition, vessels sometimes accumulate residue from previous loadings, which changes the 
capacity of the vessel. 

Saybolt used a standard methodology to identify and correct any imprecision in the vessel 
callibration charts. Each vessel keeps a record of the variances from its calibration charts, when 
compared with the volume measured when the oil was offloaded. This record becomes the 
“ves.sel experience factor” (“VEF”). The VEF for a vessel is based on the average comparison 
between ship measurement and shore measurement for the last 1 0 voyages. The use of a vessel 
calibration chart and the VEF is an internationally recognized method for determining the 
quantity of oil loaded onto a vessel in the absence of calibrated shore tanks and/or meters. We 
followed the procedures set forth by the American Petroleum Institute and the Institute of 
Petroleum. 

In January 1999, following discussion with the United Nations, Saybolt also instituted a 
procedure to attempt to address potential inaccuracies in the VEF based measurement system. 
The master of each vessel was required to sign a statement certifying the accuracy of the records 
provided to Saybolt. The United Nations was informed of this procedure and supported its 
implementation. A weakness in using the calibration charts and the VEF of a vessel, however, is 
that inspectors must rely on the records provided by the master of each vessel. Such records 
could possibly be manipulated without the knowledge of the inspectors. 

At Ceyhan, any significant manipulation of the system was detectable because of the 
ability to compare the shore-tank measurement with the amount of oil reportedly loaded onto the 
vessel. Although the shore-tank measurements were not sufficiently accurate to be used as the 
primary means of measurement, they were a cross-check making it possible to uncover major 
inaccuracies. 

At Mina Al-Bakr, however, the infrastructure deficiencies made it more difficult to detect 
manipulation. Shore tank measurements were not available. The shore tanks were severely 
damaged during the Iran-Iraq War, and then further damaged during the first Gulf War. The 
shore tanks that existed were not re-calibrated. The metering system at the loading site was not 
repaired sufficiently to ensure accurate measurements. Therefore, the inspectors were 
necessarily dependent upon the calibration tables and VEF data provided by vessel masters. 

Saybolt attempted to address this problem in several ways. When the contract with the 
United Nations was first negotiated, we recommended that the volume of oil loaded onto vessels 
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be measured with reference to the volume of oil measured at the port of discharge in addition to 
the loading port. This suggestion was not implemented. In addition, at the outset of the 
Program, we requested that the metering facilities at Ceyhan and Mina Al-Bakr be repaired and 
recalibrated. However, the meters, which were owned by the Iraqis, were not recalibrated. The 
contract between the United Nations and Saybolt specified the method of using the alternative 
method described above in order to determine the measurements, which, as noted, is the industry 
standard for measuring loadings of oil in the absence of calibrated metering equipment and/or 
shore tanks. 

III. IRREGULARITIES IN THE OIL-FOR-FOOD PROGRAM 

Illegal Payments by Oil Companies 

You have asked us for information regarding illegal payments made by oil companies. 
Saybolt was not involved with, nor did we have any special knowledge regarding, any illegal 
payments made by oil companies. Saybolt monitored oil, not money. 

One area about which Saybolt had some knowledge, however, was port charges. It was 
well known that the Iraqi government sought to collect port charges during the Program Irom 
companies who were purchasing oil through the Oil-for-Food Program. The port charges were 
also widely reported in the press, including by Reuters in September 2000. During the Program, 
Stephani Scheer of the OIP asked Peter Boks of Saybolt about the port charges. Mr. Boks 
provided what information he had regarding the surcharges, which he had learned from oil 
companies. On another occasion, when the Internationa! Association of Independent Tank 
Ovvners (“INTERTANKO”) inquired about the legality of port charges, we informed the 
association that they had been verbally advised by the United Nations that such fees would be in 
violation of the U.N. sanctions. 

Sale of Oil Outside the Program 

Through its work, Saybolt also became aware of instances of the smuggling of oil outside 
the Oil-for-Food Program. We reported those instances to the United Nations verbally and, on 
occasion, in writing. In November 2000, Saybolt informed the United Nations of rumors that the 
pipeline to Syria had been put into operation. In March 2001 , Saybolt informed the United 
Nations that there was smuggling to Turkey. In addition, we informed both the United Nations 
and the MIF about illegal loadings that were taking place at Khor A1 Amaya, a terminal 10 
kilometers to the north of Mina Al-Bakr. Saybolt’s mandate was not to inspect all of Iraq, and it 
was not to act as a police force. However, we sought to assist in the enforcement of sanctions by 
providing information to the responsible parties. 

The Essex Incidents 

As noted above, the absence of meters at Mina Al-Bakr was one of the most significant 
challenges Saybolt faced during the Program, making it harder to detect measurement 
discrepancies or unauthorized loadings at those locations. Despite our continuous monitoring of 
oil exports at Mina Al-Bakr, in early October 2001, we learned from the United Nations that the 
captain of the vessel Essex had reported to U.N. and U.S. authorities that there had been two 
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incidents of “topping off’ of the Essex at the Mina Al-Bakr terminal. Documents subsequently 
provided to Saybolt by the United Nations and others indicate that in May and August 2001, the 
State Oil Marketing Organization of Iraq (“SOMO”) arranged to load on board the Essex vessel 
approximately 500,000 barrels of oil above and beyond that which had been approved by the 
United Nations. 

Saybolt immediately investigated what happened and why. We conducted extensive 
interviews of our staff, including the Team Leader on the Mina Al-Bakr Platform, and reviewed 
all available documentation relating to the loadings of the vessel. The investigation found no 
evidence that any Saybolt employees were aware that the Essex was being “topped off’ in May 
or August 2001. The available evidence indicated that the vessel had coordinated with the 
SOMO personnel on the Mina Al-Bakr platform to secretly load this additional oil, while Saybolt 
inspectors were either at another end of the platform in the rest quarters or attending to other 
vessels. 


We detailed our findings and the bases for our conclusions in a report presented to the 
661 Committee in October 2001, within days of learning of the incidents. That report is included 
in the documents previously provided to this Subcommittee. For all of the reasons detailed in 
our report, we concluded that it was extremely unlikely that there were other incidents of topping 
off 


Nonetheless, as described in the report to the 661 Committee, Saybolt put into place 
additional procedures designed to prevent topping off These included having all team members 
at Mina Al-Bakr remain on board vessels after the loading amount had been certified until the 
vessels left port, to ensure there were no additional loadings. For any vessel that did not leave 
the port immediately after loading, Saybolt placed numbered seals on the vessel loading valves 
after the loading amount was certified. Before the vessel left the port, our inspectors returned to 
the vessel to ensure that the seal was still in place, with the same number. We are unaware of 
any topping off incidents occurring after we instituted these additional procedures. 

Allegation that Iraq Attempted to Pay a Bribe to a Saybolt Inspector 

Over the past year, Saybolt has learned of allegations that Iraq made efforts to pay 
approximately $105,000 to one of its inspectors on the Mina Al-Bakr Platform in order to 
facilitate the topping off of the Essex. When we learned of this allegation, we immediately 
investigated it. I have personally overseen that investigation, through which we have made 
persistent efforts on a global scale to ascertain whether, in fact, Iraqi officials compromised this 
otherwise well-qualified, U.N.-approved inspector and whether he violated his commitment to 
act ethically in accordance with Saybolt’s code of conduct. 

The evidence obtained through these efforts is still being analyzed, and we have kept 
Subcommittee staff apprised of the status of this ongoing investigation. Saybolt does not take 
allegations of bribery of company employees lightly. If we determine there is credible evidence 
that Iraq bribed one of our inspectors, we will take appropriate action. In that regard, we 
understand from Subcommittee staff that the Subcommittee will be placing on the record certain 
documents obtained from Iraq after the fall of Saddam Hussein that reportedly detail specific 
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efforts by Iraq to deliver payment to this inspector. Again, we will closely examine these 
documents and take all appropriate action. 

IV. U.N. OVERSIGHT OF SAYBOLT 

As described in Part II above, the Saybolt contract with the United Nations was subjected 
to several layers of external oversight: the United Nations reviewed data supplied by Saybolt, 
communicated with Saybolt regarding implementation issues that arose in the collection of that 
data, and audited management of the contract. 

Review of Data Supplied by Saybolt and Dialogue on Implementation Issues 

Through the use of a commercially-available electronic online database, Saybolt supplied 
U.N. offices with real-time data on loading of oil onto tankers at Ceyhan and Mina Al-Bakr, on 
the flows of oil through the Iraq-Turkey pipeline at the Zakho station, and on the monitoring of 
oil industry spare parts imported into Iraq. We also supplied daily and weekly reports to the 
United Nations Oil Overseers. The 661 Committee also reviewed special reports Saybolt 
prepared, such as our expert studies on the Iraqi oil industry. 

As the United Nations received and digested this information, it often replied to Saybolt, 
engaging in a dialogue on issues that arose in the course of contract performance. We regularly 
communicated with the OIP regarding implementation issues, as well as with the Department of 
Political Affairs (“DP A”), during the initial phases of our monitoring contract. As part of these 
communications, Saybolt and the United Nations carried on an open dialogue about problems 
with Iraqi infrastructure, and in particular a lack of fully functioning meters at monitoring 
stations, which required Saybolt to resort to an alternative method of measuring oil exports. 

U.N. OIOS Auditing of Management of Saybolt Contract 

The invitation to this hearing indicates that the Subcommittee may want to discuss 
findings expressed in a certain U.N. Office of Internal Oversight Services (“OIOS”) audit report 
of Saybolt recently made public by the U.N. Independent Inquiry Committee (“IIC”). Saybolt 
welcomes the release of this and other reports. We have always been, and will continue to be, in 
favor of more transparency in the investigation of the Program rather than less. 

Although the IIC released the OIOS audit report, it did not release the rebuttal comments 
of Saybolt and the U.N. OIP. As those rebuttals make clear, the OIOS audit relies upon the 
mistaken assumption that if Saybolt costs turned out to be lower than anticipated, the United 
Nations could recover the difference. That assumption is wrong. The risk that actual costs 
would be higher was borne by Saybolt and the risk that actual costs would be lower was borne by 
the United Nations. What the auditors failed to grasp was that the United Nations had entered 
into a fixed-price contract with Saybolt, rather than a “cost plus” contract. Saybolt has produced 
its rebuttal comments to this Subcommittee and would encourage their public release. 

Thank you for your important work and the opportunity to address you today. 
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What GAO Found 

Before the United Nations established OIOS, the United States and other 
member states had criticized its lack of internal oversight mechanisms. In 
1993, the United States proposed the establishment of an inspector general 
position within the United Nations and withheld U.S. funds until such an 
office was established. In 1994, the General Assembly created OIOS and 
tasked it with conducting audits, investigations, inspections, and evaluations 
of U.N. programs and funds. OIOS has generally provided audit reports to 
the head of the U.N. agency or program subject to the audit but 
provided certain reports of interest to the General Assembly. However, this 
limited distribution hampered member states’ efforts to oversee important 
U.N. programs. In December 2(K)4, the General Assembly directed OIOS to 
publish the titles and summaries of all audit reports and provide member 
states with access to these reports on request. 

The audit reports released in January 2005 found deficiencies in the 
management of the Oil for Food program and made numerous 
recommendations. We identified 702 findings in these reports. Most reports 
focused on U.N. activities in northern Iraq, the operations of the U.N. 
Compensation Commission, and the implementation of U.N. inspection 
contracts. In the north, OIOS audits found problems with coordination, 
planning, procurement, asset management, and cash management, For 
example, U.N. agencies had purchased diesel generators in an area where 
diesel fuel was not readily available and constructed a health facility subject 
to frequent flooding. An audit of U.N.-Habitat found $1.6 million in excess 
construction material on hand after most projects were complete. OIOS 
audits of the U.N. Compensation Commission found poor internal controls 
and recommended downvrard adjustments totaling more than $500 million. 
The United Nations asserted that OIOS had limited audit authority over the 
Commission. Finally, OIOS audits of the contractors inspecting Iraq’s oD 
exports and commodity imports found procurement irregularities and 
limited U.N. oversight 

OIOS' audits and summary reports revealed deficiencies in the management 
and internal controls of the Oil for Food program. However, OIOS did not 
ex^nine certain headquarters functions — particularly OIP’s oversight of the 
contracts for central and southern Iraq that accounted for 59 percent or 
almost $40 billion in Oil for Food proceeds. The Independent Inquiry 
Committee noted several factors that limited OIOS’ scope and authority. 
First, OIOS did not believe it had purview over the humanitarian contracts 
because the sanctions committee approved the contracts. Second, the U.N. 
Office of the Iraq Program steered OIOS toward programs in the field rather 
than at headquarters. Third, the Office of the Iraq Program refused to fund 
an OIOS risk assessment of its program management division. Finally, U.N. 
management and the Office of the Iraq Program prevented OIOS from 
reporting its audit results directly to the Security Council. 
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Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss our review of the internal audit 
reports of the United Nations (U.N.) Oil for Food program. 

Allegations of fraud and corruption have plagued the Oil for Food 
program. As we have testified and others have reported, the former regime 
gained illicit revenues through smuggling oil and obtaining illegal 
surchai^^ and commissions on Oil for Food contracts. The United 
Nations’ Independent Inquiry Committee was established in April 2004 to 
investigate allegations of mismanagement and misconduct within the Oil 
for Food program. In January 2005, the Committee released 58 internal 
audit reports on the Oil for Food program conducted by the United 
Nations’ Office of Internal Oversight Services (OIOS). On February 3, 2005, 
the Committee issued an interim report on the procurement of U.N. 
contractors, recipients of oil allocations, OIOS structure and activities, and 
U.N. man^ement of OD for Food administrative expenses.’ 

Today, I will (1) provide information on OIOS’ background, structure, and 
resources; (2) highlight the findings of the internal audit reports; and (3) 
discuss limitations on the audits’ coverage. 

To address these objectives, we analyzed the internal audit reports to 
determine the reports’ audit coverage, findings, recommendations, 
disposition of recommendations, and potential cost savings. We 
catalogued the findings to determine common themes related to the 
management of the Oil for Food program. We also reviewed the February 
2005 Independent Inquiry Committee report. Appendix I contains an 
explanation of our scope and methodology. 

We conducted this review in January and February 2005 in accordance 
with generally accepted government auditing standards. 


Summary 


Before the United Nations established OIOS, the United States and other 
member states had criticized its lack of internal oversight mechanisms. In 
1993, the United States proposed the establishment of an inspector general 
position within the United Nations and withheld U.S. funds until such an 


'independent Inquiry Committee into the United Nations Oil-for-Food Programn^e, Interim 
Report (New York: Feb. 3, 2005). 
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office was established. In 1994, the General Assembly created OIOS and 
tasked it with conductii^ audits, investigations, inspections, and 
evaluations of U.N. programs and funds. OIOS has generally provided 
audit reports to the head of ttie U.N. agency or program subject to the 
audit. OIOS also provided certain reports of interest to the General 
Assembly. However, this limited distribution hampered member states’ 
efforts to oversee important U.N. programs. In December 2004, the 
General Assembly directed OIOS to publish the titles and summaries of ail 
audit reports and provide member states with access to these reports on 
request. 

The audit reports released in January 2005 found deficiencies in the 
management of the Oil for Food program and made numerous 
recommendations to correct these deficiencies. We identified 702 findings 
contained in the reports. Most reports focused on U.N. activities in 
northern Iraq, the operations of the U.N. Compensation Commission, and 
the implementation of U.N. inspection contracts. In the north, OIOS audits 
found problems with coordination, planning, procurement, asset 
management, and cash management. For example, U.N. agencies had 
purchased diesel generators in an area where diesel fuel was not readily 
avjulable and constructed a health facility subject to frequent flooding. An 
audit of U.N.-Habitat found $1.6 million in excess construction material on 
hand after most projects were complete. OIOS audits of the U.N. 
Compensation Commission found poor internal controls to prevent 
employee fraud, collusion, and illegal activities. In its 2004 assessment of 
claims for war damages, OIOS recommended downward adjustments 
totaling more than $500 million. The U.N.’s Office of Legal Affairs stated 
that OIOS’ audit authority did not extend to reviewing the Commission’s 
decisions. Finally, OIOS audits of the contractors inspecting Iraq’s oil 
exports and commodity imports found procurement irregularities and 
limited U.N. oversight. 

OIOS’ audits and summary reports revealed deficiencies in the 
management and internal controls of the Oil for Food program. However, 
OIOS did not examine certain headquarters functions — paiticulariy the 
Office of the Iraq Program’s oversight of the contracts for central and 
southern Iraq that accounted for 59 percent or almost $40 billion in OU for 
Food proceed. The Independent Inquiry Committee noted several factors 
that limited OIOS’ scope and authority. First, OIOS did not believe it had 
purview over the humanitarian contracts because the sanctions committee 
approved the contracts. Second, the U.N. Office of the Iraq Program 
steered OIOS toward programs in the field rather than at headquarters. 
Third, the Office of the Ir^ Program refused to fund an OIOS risk 
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assessment of its program management division. Finally, U.N. 
management and the Office of the Ir^ Program prevented the internal 
auditors from reportii^ their audit results directly to the Security Council. 


Background 


In 1996, the United Nations and Iraq established the Oil for Food program 
to address growing concerns about the humanitarian situation in Iraq after 
international sanctions were imposed in 1^0. The program’s intent was to 
allow the Iraqi government to use the proceeds of its oil sales to pay for 
food, medicine, and infiastructure maintenance, and at the same time 
prevent the regime from obtaining goods for military purposes. From 1997 
through 2W)2, Iraq sold more than $67 billion in oil through the program 
and issued $38 billion in letters of credit to purchase commodities. 

The Oil for Food program initially permitted Iraq to sell up to $1 billion 
worth of oil every 90 days to pay for humanitarian goods. Subsequent U.N. 
resolutions increased the amount of oil that could be sold and expanded 
the humanitarian goods that could be imported. In 1999, the Security 
Council removed all restrictions on the amount of oil Iraq could sell to 
purchase civilian goods. The United Nations and the Security Council 
monitored and screened contracts that the Iraqi government signed with 
commodity suppliers and oil purchaser, and Iraq’s oil revenue was placed 
in a U.N.-controUed escrow account. In May 2003, U.N. resolution 1483 
requested the U.N. Secretary General to transfer the Oil for Food program 
to the Coalition Provisional Authority by November 2003. The United 
Nations allocated 59 percent of the oil revenue for the 15 central and 
southern govemorates, which were controlled by the central government; 
13 percent for the 3 northern Kurdish govemorates; 26 percent for a war 
reparations fund for victims of the Iraq invasion of Kuwait in 1990; and 3 
percent for U.N. administrative costs, including the costs of we 2 q)ons 
inspectors. 

In central and southern Iraq, the Iraqi government used the proceeds from 
its oil sales to purchase food, medicines, and infrastructure supplies and 
equipment. The Iraqi government negotiated directly with suppliers and 
distributed food in accordance with its Public Distribution Sjstem, a food 
ration basket for all Iraqis. In northern Iraq, nine U.N. agencies 
implemented the program, primarily through constructing or rehabilitating 
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schools, health dinics, power generation facilities, and houses.^ Local 
authorities submitted project proposals to the United Nations to consider 
and implement Ihe Iraqi government in Baghdad procured bulk food and 
medicines for the northern region, but the World Food Program 2 uid the 
World Health Organization were responsible for ensuring the delivery of 
these items. 

Prom 1997 to 2(X)2, the Oil for Food program was responsible for more 
than $67 billion of Ir^’s oil revenue. Through a large portion of this 
revenue, the United Nations provided food, medicine, and services to 24 
million people and helped the Iraqi government supply goods to 24 
economic sectors. In February 2002, the United Nations reported that the 
Oil for Food program had considerable success in sectors such as 
agriculture, food, health, and nutrition by arresting the decline in living 
conditions and improving the nutritional status of the average Iraqi citizen. 


OIOS History, 
Organization, and 
Resources 


Prior to the creation of OIOS, the United States and other member states 
had expressed concern about the ability of the United Nations to conduct 
internal oversight. In 1994, the General Assembly established OIOS to 
conduct audits, evaluations, inspections, and investigations of U.N. 
programs and funds. Its mandate reflects many characteristics of U.S. 
inspector general offices in purpose, authority, and budget. Since its 
inception, OIOS has submitted its audit reports to the head of the unit 
being audited for action and only forwarded to the Secretary General 
those reports in which program officials disagreed with audit 
recommendations. It also provided certain reports to the General 
Assembly. However, in December 2004, the General Assembly passed a 
resolution requiring OIOS to publish the titles and summaries of all audit 
reports and provide member states with access to these reports on 
request. 


Events Leading to the Before the OIOS was created in July 1994, the United States and other U.N. 

Creation of OIOS member states, the U.S. Congress, and the Government Accountability 

Office (GAO) had expressed concern about the United Nations’ 
management of its resources and had criticized the inadequacies of its 


^he Food ai«l A^cultural Organization; International Telecommunications Union; U.N. 
Development Program; U.N. Children's F\ind; U.N. Educational, Scientific, and Cultural 
Organization; U.N.-Habilat; U.N, Office for Project Services; World Health Oi^anization; 
and World Food I^c^ram. 
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internal oveisi^t mechanisms. In response, the Secretary General 
established the Office for Inspections and Investigations in August 1^3 
under the leadership of an insistent Secretary General. However, member 
states— primarily the United States— wanted a more autonomous 
oversight body with greater authority. 

In November 1^, the U.S. Permanent Representative to the United 
Nations proposed the establishment of an “office of inspector general” to 
the General Assembly. The office would be headed by an “inspector 
general” who, although an integral part of the Secretariat, would c^ry out 
his/her responsibilities independently of the Secretariat and all U.N. 
governing bodies. According to the proposal, the office would support 
member states and the Secretary General by providing independent advice 
based on an examination of all activities carried out at all U.N. 
headquarters and field locations financed by the regular budget, 
peacekeeping budgets, and voluntary contributions. At the same time, the 
new office would have external reporting responsibilities. 

In April 1994, Congress enacted Public Law 103-236, which required 
certain funds to be withheld from the United Nations until the President 
certified that it had established an independent office of inspector general 
to conduct and supervise objective audits, investigations, and inspections. 
The legislation stated, among other things, that the injector general 
should have access to all records, documents, and offices related to U.N. 
programs and operations. The legislation also called for the United 
Nations to have procedures to (1) ensure compliance with the inspector 
general office’s recommendations and (2) protect the identity of, and 
prevent reprisals against, any staff members making a complaint, 
disclosing information, or cooperating in any investigation or inspection 
by the inspector general’s office. 

After a series of negotiations among member states, including the United 
States, a compromise was reached. The General Assembly, in July 1994, 
approved a resolution creating OIOS within the U.N. Secretariat. OIOS’ 
mandate reflects many of the characteristics of U.S. inspector general 
offices in purpose, authority, and budget. For example, OIOS staff have 
access to all records, documents, or other material assets necessary to 
fulfiD their responsibilities. 

OIOS’ reporting mandate calls for it to submit reports to the Secretary 
General and the General Assembly. Since its inception, OIOS has generally 
submitted its reports to the head of the unit audited. If program officials 
disagreed with the report’s recommendations, the report was submitted to 
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the Secretary General. However, beginning in 1997, OIOS began listing all 
its reports in its annual reports to the General Assembly and briefing 
representative of member states interested in a particular report. It also 
provided certain reports of interest to the General Assembly. Further 
transparency over OIOS audit reports occurred in December 2004 when 
the General Assembly approved a resolution calling for OIOS to include in 
its annual and semi-annual reports the titles and brief summaries of all 
OIOS reports issued during the reporting period. OIOS was also directed 
to provide member states with access to original versions of OIOS reports 
upon request* 


OIOS Organization and As of June 2004, OIOS had 180 posts, including 124 professional staff and 
Staffing 56 general service staff. Staff work in four operational divisions: Internal 

Audit Divisions I and 11; the Monitoring, Evaluation, and Consulting 
Division; and the Investigations Division. The 58 audit reports released on 
January 9, 2005, reflect the work of Internal Audit Division I, which 
contained a separate unit for Iraq-related work. For 2004, OIOS’ resources 
totaled $23.5 million. 

OIOS generally conducts four types of activities: audits, evaluations, 
inspections, and investigations. Audits determine if internal controls 
provide reasonable assurance of the integrity of financial and operational 
information and whether rules are followed and resources Eire 
safeguaided. Audits also identify ways to improve the efficient use of 
resources and the effectiveness of program management. OIOS’ internal 
audit divisions adhere to the StEuidards for the Professional Practice of 
Internal Auditing in the United Nations.^ These standards regulate issues 
related to independence, objectivity, proficiency, management, and the 
code of ethics and rules of conduct for auditors. 

Inspections address mandates, management issues, or areas of high risk, 
make recommendations, and are generally submitted through the 
Secretary General to the General Assembly. Evaluations assess the 
relevance, efficiency, effectiveness, and impact of a program’s outputs and 


^“Review of the Implementation of General Assembly resolutions 48/2I8B and 54/244,” 
A/59/649, para.I(c) (Dec. 22 , 2004). 

^As promulgated by the Institute of Internal Auditors and adopted by the Representatives of 
Internal Audit Services of the United Nations Organizations and Multilateral Financial 
Ir^titution. 
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activities against its objectives. These reports are addressed to the 
intergovernmental body— normally the Committee for Program and 
Coordination or the General Assembly — that requested the evaluation. 

Investigations staff follow up on reports of possible violations of rules or 
regulations, mismanagement, misconduct, waste of resources, or abuses of 
authority. OIOS also monitors program performance mid prepares the 
Program Performance Report of the Secretary General, which is submitted 
to the General Assembly every 2 years. 

The complexity and diversity of the U.N. Oil for Food program and 
associated risks called for adequate oversight coverage. In 2000, OIOS 
established the Iraq Program Audit Section within the Internal Audit 
Division. The Independent Inquiry Committee report stated that the 
number of auditors assigned to Oil for Food audits increased from 2 in 
1996 to 6 in 2002 and 2003. OIOS' audit responsibilities extended to the 
following entities involved in Iraq operations: 

• Office of the Iraq Program (OIP) in New York; 

• U.N. Office ofthe Humanitarian Coordinator in Iraq; 

• U.N. Compensation Commission (UNCC); 

• U.N. Monitoring, Verification, and Inspection Commission; 

• U.N. Human Settlement Program (U.N.-Habitat) Settlement Rehabilitation 
Program in northern Iraq;® 

• U,N. Guards Contingent in Iraq; and 

• U.N. Department of Management. 


®OIOS provided audit coverage for U.N.-Habitat; the other 8 U.N. agencies implementing 
programs in northern Iraq were audited internally by their respective departments. 
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Audits Show 
Recurring 
Management 
Weaknesses 


The OIOS audits revealed a number of deficiencies in the management of 
the Oil for Food program and its assets and made numerous 
recommendations to correct these deficiencies. The audits focused 
primarily on Oil for Food activities in northern Iraq and at the U.N. 
Compensation Commission. OIOS also conducted audits of the three U.N. 
contracts for inspecting commodities coming into Iraq and for 
independent experts to monitor Iraq’s oil exports.® 

We identified a total of 702 findings contained in the reports across 
numerous prog’ams and sectors, Wealcnesses and irregularities were 
common in planning and coordination, procurement, and asset and cash 
management. Appendix I contains the summary data of our analysis and a 
description of our scope and methodology. Our summary below focuses 
on key findings for the areas that received the most audit coverage — 
activities in northern Iraq and the U.N. Compensation Commission. We 
also highlight findings from the audits of the inspections contracts. 


U.N. Oil for Food Program The OIOS audits that reviewed U.N. activities in northern Iraq found 
in Northom Iraxi problen^ with planning and coordination, procurement, and asset and 

cash management. 

In 2004, OIOS reported that U.N.-Habitat had not adequately coordinated 
with other U.N. agencies in providing essential services for its housing 
projects. For example, U.N.-Habitat provided high-capacity generators but 
had not contacted the U.N. Development Program — ^the entity responsible 
for the power sector — to provide electric power connections. OIOS also 
found that about 3,200 houses were unoccupied for extended periods due 
to a lack of coordination with agencies providing complementary services. 

An August 2000 report noted a lack of planrung that resulted in the 
questionable viability of some Oil for Food projects in northern Ireu^. For 
example, six diesel generators were procured in an area where diesel fuel 
was not readily available. In addition, local authorities would not accept a 
newly constructed health facility subject to flooding. A December 2000 
report also noted that highways and a sports stadium were built in 


®Of the 58 reports, 26 reported on activities related to the program northern Iraq, 19 audited 
the UNCC, 6 addressed liquidation i^ues, 3 audited the contracts for inspecting oil exports 
and goods coming into Iraq, and 2 reviewed the U.N. Treasury’s management of funds. The 
Independent Inquiry Committee also released 2 summary reports, one of which had been 
drafted by OIOS but not issued 
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violation of criteria established by the Security Council and the Iraqi 
government. 

In November 2002, OIOS reported that almost $38 million in procurement 
of equipment for the U.N.-I^itat program was not based on a needs 
a^essment. As a result, 51 generators went unused from September 2000 
to March 2002, and 12 generators meant for project-related activities were 
converted to office use. In addition, OIOS reported that 11 purchase orders 
totaling almost $14 million showed no documentary evidence supporting 
the requisitions. 

In 2002, OIOS found that the U.N-Habitat program lacked a proper asset 
inventory system and that no policies and procedures governing asset 
management were evident. As a result, the value of assets was not readily 
available. In one case, $1.6 million in excess construction material 
remained after most projects were complete. 

OIOS also reported that a lack of effective cash management policies 
meant that project funds were misused or put at risk. In a March 2000 
audit, OIOS reported that the U.N. Development Program’s country office 
used $500,000 in project funds for office expenses without authorization or 
proper documentation. A February 2002 audit found that the office in Erbil 
put at risk $600,000 to $800,000 in cash due to a lack of cash management 
policies. 


U.N. Compensation The U.N. Compensation Commission (UNCC), a subsidiary unit of the 

Commission Security Council, was established in 1991 to process claims and provide 

compensation for losses resulting from Iraq’s invasion and occupation of 
Kuwait. Compensation is payable from a special fund that initially received 
30 percent of the proceeds from Iraqi oil sales. 'The claims are resolved by 
panels, each of which is made up of three commissioners who are experts 
in law, accounting, loss adjustment, assessment of environmental damage, 
and engineering, according to UNCC. 

The UNCC received more than 2.6 million claims for death, iryury, loss of 
or damage to property, commercial claims, and claims for environmental 
damage resulting from Iraq’s invasion of Kuwait in 1991. As of December 
2004, all but about 25,000 of these claims had been resolved, and almost 
$19 billion had been paid in compensation, according to UNCC. 

In a July 2002 risk assessment of UNCC, OIOS found that controls to 
prevent employee fraud were marginal, operations required close 
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monitoring to prevent possible collusion, possibilities existed for illegal 
activities, and payment processing controls were inadequate. The report 
concluded that the overcompensation of claims and irregular or fraudulent 
activities could lead to significant financial riste. 

OIOS audits identified weaknesses in UNCC’s management of claims 
processing and payments resulting in recommended downward 
adjustments of more than $500 million. For example, in a September 2002 
audit, OIOS found potential overpayments of $419 million in compei^ation 
awarded to Kuwait. OIOS identified duplicate payments, calculation 
errors, insufficient evidence to support losses, and inconsistent 
application of claims methodology. 

In a December 2004 audit, OIOS found that using the exchange rate against 
the U.S. dollar on the date of the claimed loss, rather than the date of 
payment as consistent with U.N. financial rules and regulations, had 
resulted in substantial overpayments. OIOS estimated that the likely 
overpayments were about $510 million. 

Previously in 2002, UNCC had challenged OIOS’ audit authority. In a legal 
opinion on OIOS’ authority requested by UNCC, the U.N. Office of Legal 
Affairs noted that the audit authority extended to computing the amounts 
of compensation but did not extend to reviewing those aspects of the 
panels’ work that constitute a legal process. However, OIOS disputed the 
legal opinion, noting that its mandate was to review and ^praise the use 
of financial resources of the United Nations. OIOS believed that the 
opinion would effectively restrict any meaningful audit of the claims 
process. 

As a result of the legal opinion, UNCC did not re^ond to many OIOS 
observations and recommendations, considering them beyond the scope 
of an audit According to OIOS, UNCC accepted about $3.3 million of the 
more than $500 million in recommended claims reductions. On the audit of 
$419 million in potential overpayments to Kuwait, OIOS noted that it 
received the workpapers to conduct the audit 8 days after the award was 
made. 


Contracts to Inspect Oil 
Exports and Commodity 
Deliveries 


To help ensure that the proceeds of Iraq’s oil sales were used for 
humanitariai and administrative purposes, the United Nations contracted 
with companies to monitor Iraq’s oil exports and commodity imports. 
OIOS audits of these contracts revealed procurement problems and poor 
contract management and oversight by OIP. 
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The United Nations contracted with Saybolt Eastern Hemisphere B.V. to 
oversee the export of oil and oil products from Iraq through approved 
export points. At the time of the audit report in July 2002, the estimated 
total value of ttie contract was $21.3 million, with an annual contract value 
of $5.3 million. OIOS found that OIP had made no inspection visits to Iraq 
and posted no contract management staff in Iraq. However, OIP had 
certified that Saybolt’s compliance with the contract was satisfactory and 
jqiproved extensions to the contract. In addition, OIOS estimated that the 
United Nations paid $1 million more than was necessary because 
equipment costs were already built into the inspectors’ daily fee structure. 
OIOS asserted that these costs should have been charged as a one-time 
expenditure. OIOS recommended that OIP recover the $1 million paid for 
equipment and that future contracts provide for equipment purchases as 
one-time expenditures. OIP did not respond to the auditors’ first 
recommendation and did not agree with the second recommendation. 

The first contract for inspecting imported commodities was with Lloyds’ 
Register Inspection Ltd.; the initial 6-month contract was for $4.5 million, 
and the total value of the contract increased to more than $25 million by 
July 1999. Lloyds’ j^ents were to monitor, verify, inspect, test, and 
authenticate humanitarian supplies imported into Iraq at three entry 
points. 

In July 1999, OIOS foimd deficiencies in OIP’s oversight of Lloyds’ 
contract. OIP had certified Lloyd’s invoices for payment without any on- 
site verification or inspection reports. OIOS reported that Lloyds’ used 
suppliere’ manifests to authenticate the weight of bulk cargo and did not 
independently test the quality of medicines and vaccines supplied. In 
responding to the audit’s findings, OIP rejected the call for on-site 
inspections and stated that any dissatisfaction with Lloyds’ services should 
come from the suppliers or their home countries. 

OIP awarded a new contract to Cotecna Inspection S.A. Similar to Lloyd’s, 
Cotecna was to verify that the description, value, quantity, and quality of 
supplies arriving in Iraq were in accordance with the criteria established 
by the sanctions committee. In April 2003, OIOS cited concerns about 
procurement issues and amendments and extensions to Cotecna’s original 
$4.9 million contract. Specifically, OIOS found that, 4 days after the 
contract was signed, OIP increased Cotecna’s contract by $356,000. The 
amendment included additional costs for communication equipment and 
operations that OIOS asserted were included in the original contract. OIP 
agreed to amend future contracts to ensure that procurement documents 
include all requirements, thus eliminating the need to amend contracts. 
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Various Factors OIOS’ audite and summary reports revealed a number of deficiencies in 

j A the management and internal controls of the Oil for Food program, 

AlfeCtCU Audit particularly in northern Iraq. The reports also identified problems in 

CoVCraSG and UNCC’s claims processing resulting in significant overpayments. However, 

. OIOS did not examine certain headquarters functions responsible for 

hjtlGCtlVGnGSS overseeing the humanitarian commodity contracts for central and 

southern Iraq. Limitations on OIOS’ resources and reporting hampered its 
coverage of the Oil for Food program and its effectiveness as an oversight 
tool. 

OIOS did not examine certain headquarters functions — ^paiticuiariy OIP's 
oversight of the contracts for central and southern Iraq that accounted for 
59 percent or almost $40 billion in Oil for Food proceeds. The Iraqi 
government used these funds to purchase goods and equipment for central 
and southern Iraq and food and medical supplies for the entire country. As 
we reported in 2004, Uie Iraqi government’s ability to negotiate contracts 
directly with the suppliers of commodities was an important factor in 
enabling Iraq to levy illegal commissions.^ 

OIP was responsible for examining contract for price and value at its New 
York headquarters. In addition, the U.N. sanctions committee reviewed 
contracts primly to remove dual-use items that Iraq could use in its 
weapons programs. However, it remains unclear which U.N. entity 
reviewed Iraq contracts for price reasonableness. 

OIOS did not assess the humanitarian contracts or OIP’s roles and 
responsibilities and its relationship with the sanctions cominittee. OIOS 
believed that these contracts were outside its purview because the 
sanctions committee was responsible for their ^proval. OIP management 
also steered OIOS toward program activities in Iraq rather than 
headquarters functions where OIP reviewed the humanitarian contracts. 

Even when OIOS requested funds to conduct an assessment of OIP 
operations, the funds were denied. For example, in May 2002, OIP’s 
executive director did not approve a request to conduct a risk assessment 
of OIP’s Program Management Division, citing financial reasons. The 
Committee also noted that the practice of allowing the heads of programs 


’U.S. General Accounting Office, United Nations: Observations on the Oil for Food 
Program and Areas for F^rdter Investigation, GAO-04-953T (Washington, D.C.: JuiyS, 
2004). 
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the right to fund internal audit activities leads to excluding high-risk areas 
from interna! audit examination. The Committee therefore recommended 
that the Internal Audit Division’s budgets and staffing levels for all 
activities be submitted directly to the General Assembly. 

In addition, OIOS assigned only 2 to 6 auditors to cover the Oil for Food 
program. The Committee found that this level of staffing was low 
compared to OIOS’ oversight of peacekeeping operations. In addition, the 
U.N. Board of Auditors indicated that 12 auditors were needed for every 
$1 billion in U.N. expenditures. The Committee concluded that the Oil for 
Food program should therefore have had more than 160 auditois at its 
height in 2000. However, the Committee found no instances in which OIOS 
communicated broad concerns about insufficient staff levels to U.N. 
management. 

OIOS also encountered problems in its efforts to widen the distribution of 
its reporting beyond the head of the agency audited. In August 20(K), OIOS 
proposed to send its reports to the Security Council. However, the 
Committee reported that the OIP director opposed this proposal, stating 
that it would compromise the division of responsibility between internal 
and external audit In addition, the U.N. Deputy Secretary General denied 
the request and OIOS subsequently abandoned any efforts to report 
directly to the Security Council. 


Conclusion 


The internal audits provide important information on the management of 
the Oil for Food program, particularly in the north, and on the 
management of the commission that compensates claims for war damages 
with proceeds from Iraq’s oil sales — two areas that have received little 
public attention. The reports also broaden the findings of the Independent 
Inquiry Committee’s report, particularly with respect to the inadequacies 
in the award of the oil and customs inspections contracts. However, many 
unanswered questions remain about the management and failings of the 
Oil for Food program, particularly the oversight roles of OIP and the 
Security CouncU’s sanctions committee. 


Mr. Chairman, this concludes my prepared statement. I will be happy to 
aiswer any questions you or the other Subcommittee membeis may have. 
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Appendix I: Summary of OIOS Audit Findings 
and Recommendations 


We reviewed the 58 reports released by the Independent Inquiry 
Committee to determine the scope of the audits and the issues addressed 
in the reports’ findings and recommendations. We created a data base of 
information from 50 reports to identify the program elements that the 
audits reviewed, the finding of each audit, and the recommendations for 
improvement.* To identify audit scope, we identified the extent to which 
the audits addressed Oil for Food headquarters operations, U.N. 
Secretariat Treasury operations in New York, U.N. operations in the 
northern Iraq, and the U.N. Compensation Commission for disbmsing 
claims for damage caused by the 1991 Persian Gulf War. To determine the 
range of issues addressed by the audits, we identified the kinds of issues 
raised by the findings and determined that the audits addressed the 
following issues: (1) procurement and contract management and 
oversight (2) financial management, including fmancial controls, 
management of funds, and procedures for payments; (3) asset 
management, including inventory, and the management of fixed assets 
such as vehicles, buildings, and supplies; (4) personnel and staffing; (5) 
project planning, coordination, and oversight; (6) security; and (7) 
information technology. We established a protocol to identify findings for 
data input, and we identified specific recommendations in the audit 
reports. To ensure consistency of data input, a data base manager 
reviewed all input, and all data input was independently validated. Table 1 
presents the summary of overall findings and recommendations in OIOS 
reports. Table 2 presents these findings by area of U.N. operation. 


'We did not include in the data base information from the six audits that addressed the 
liquidation and shutdown of the Oil for Food program in 2003. These reports focused on 
the termination rather than the operations of the Oil for Food program. We also did not 
Include information from the two summary reports because they included discussions of 
findings documented in previous audits. However, we reviewed these reports to help 
identifr overall areas of concern and lessons learned, and we incorporated information and 
observations from the summary reports into our statement. 
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Table 1 : Number of Rndings and Recommendations in 50 U.N. OIOS R^orts by 
Finding Subject 

Finding subject 

Findings 

Recommendations 

Asset management 

34 

32 

Financial management 

226 

212 

Information technology 

26 

22 

Planning, coordination, and oversight 

66 

63 

Procurement/contract management and oversight 

219 

212 

Personnel and staffing 

79 

74 

Security 

52 

52 

Total 

702 

667 


Source: GAO analysis d SO OIOS reports on various Oil for f ooO program artd UNCC aciivilies. 


Table 2: Number of Rndings and Recommendations In 50 U.N. OIOS Reports for 
Selected OH for Food Program and Related Activities 

Activities 

Rnding subject 

Findings Recommendations 

UN 

headquartere 

Asset management 

2 

2 

Financial management 

4 

4 


Information technology 

0 

0 


Planning, coordination, and oversight 

9 

9 


Procurement/contract management and 
oversight 

54 

52 


Personnel and staffing 

2 

2 


Security 

0 

0 


Subtotal 

71 

69 

Northern Iraq 

Asset management 

29 

27 


Financial management 

93 

93 


Information technology 

9 

9 


Planning, coordination, and oversight 

53 

51 


Procurement/contract management and 
oversight 

153 

150 


Personnel and staffing 

41 

39 


Security 

52 

52 


Subtotal 

430 

421 

Treasury 

Asset management 

1 

1 


Financid management 

27 

27 


Information technology 

2 

2 
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Activities 

Finding subject 

Findings Recommendations 


{fanning, coordination, and oversight 

1 

0 


Procurement/contract management and 
oversight 

0 

0 


Personnel and staffing 

1 

1 


Seoifity 

0 

0 


Subtotal 

32 

31 

UNCC 

Asset management 

2 

2 


Financial management 

102 

88 


Information technology 

15 

11 


Planning, coordination, and oversight 

3 

3 


Procurement/contract management and 
oversight 

12 

10 


Personnel and staffing 

35 

32 


Security 

0 

0 


Subtotal 

169 

146 


SogrM. GAO snatysis o( SO OIOS repms on vanous Od for food program and UNCC aclivitiaa. 


(320333) 
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Statement by Stafford Clarry 

Former United Nations staff member in Iraq on the Oil-for-Food Program 
before the United States Senate Permanent Subcommittee on Investigations 
15 February 2005 


Mr. Chairman, distinguished members of this committee, thank you for your invitation 
to testify before you today. I am honored to be here at this time. 

My reason for accepting your invitation is to help broaden the knowledge and 
deepen the understanding of the workings of the oil-for-food program in Iraq, with 
particular reference to the Kurdistan region where I lived and served throughout the 
duration of the program. The Kurdistan region includes the Governorates (provinces) 
of Duhok, Erbil, and Suleimaniyah that have been administered since 1992 by the 
Kurdistan Regional Government (KRG). 

I went to Iraq in 1991 with over 20 years of field operational experience in South Asia 
and East Africa, and added 15 years in the Middle East. I began international service 
with the Peace Corps after completing undergraduate studies. Before going to Iraq I 
completed graduate studies in public administration. I served with three UN agencies 
in Iraq beginning with UNHCR, the UN refugee agency, during the 1991 Kurdish 
refugee crisis. Actually, at that time I began in Turkey at the Inceriik Airbase as UN 
liaison officer in the headquarters of Operation Provide Comfort with Generals 
Shalikashvili, Jamerson, and Zinni. During that successful operation, after hundreds 
of thousands of Kurdish refugees returned to Iraq from Turkey and Iran I was 
reassigned to Baghdad for a year to work on reconstruction and resettlement. 

Later, I accepted an assignment in the Kurdistan region with the newly created UN 
Department of Humanitarian Affairs (DHA) coordinating humanitarian activities of UN 
agencies and NGOs. At that time, 1993-1996, before the oil-for-food program began 
the main UN agencies were UNICEF and WFP. Also present were FAO, WHO, and 
UNESCO but they had relatively very small programs. I was also the area security 
coordinator focusing with UNGCI (UN Guards) on the security of UN staff and 
facilities. I continued serving with the UN until the December 1998 bombing of Iraq 
after which the Saddam regime would neither issue nor extend visas to UN staff 
members who were American or British citizens. 

Prior to the start of the oil-for-food program my area of operation was two of the 
three provinces administered by the KRG. I was based in Erbil but also lived in 
Duhok. When the oil-for-food program began and more agencies and staff were 
assigned to the region, my DHA assignment morphed into a UNOHCl assignment 
and I elected to be assigned to Duhok where Saybolt was monitoring oil exports at a 
pipeline metering station, Lloyds Register was certifying imports at the iraq-Turkey 
border, and 12 UN agencies were functioning plus some NGOs. Later, due to my 
interest in reconstruction and resettlement I served directly with UN-Habitat for about 
4 months. When service with the UN in Iraq was terminated by the Saddam regime 1 
continued on the oil-for-food program as advisor to the KRG assisting them in 
relating to the UN, working with 9 ministries that were responsible for services that 
the program was supporting. I was, thus, affiliated with the oil-for-food program from 
its start in 1996 until its conclusion in 2003. 
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My macro purpose in being here is to support an urgent and long overdue, persistent 
need for radical reformation of the UN's operational culture. I believe the United 
Nations to be a critically important international institution which has its place in 
adding substantial value to the human condition. My micro and more intensive 
purpose is to contribute to the process of ensuring that the Iraqi people receive fully 
what they are entitled to, and that at least one of the five escrow amounts is clearly, 
comprehensively, and completely accounted for. I think pursuing the micro purpose 
is one key to the macro purpose being fulfilled. 

My focus has been the Kurdistan region and the 13% account that funded activities 
to meet the humanitarian needs of the people of that region. The goal is to see a 
clear, comprehensive, and complete account of all earnings and all expenditures 
associated with the 13% account. 

While the oil-for-food program was intended to provide benefits to the Iraqi people, it 
also handed them major losses. Keeping the focus on the Kurdistan region, the first 
loss occurred when the region was allocated only 13%. The Security Council 
resolution authorizing the oil-for-food program (986 of 1995) allowed 13% to 15% for 
its people. According to the Government of Iraq’s own population figures officially 
submitted to the UN and endorsed by the Secretary General the people of Kurdistan 
were entitled to an amount higher than the minimum 13%. 

The overarching financial challenge for the Kurdistan region has been determining 
exactly where it stood in terms of earnings, allocations, and expenditures. Over the 
7-year program period the KRG never ceased trying to obtain the simplest of basic 
financial data. But it failed. The KRG could only generate estimates based on tidbits 
of data and information it was able to extract from the UN -- a few from the UN-OIP 
website and a few from the news. 

The KRG estimates that Kurdistan is entitled to approximately $9 billion, which Is the 
sum of estimated oil sale earnings, estimated interest on unspent funds, and 
estimated gains on currency exchange. The KRG was able to estimate that by the 
end of December 2002 only about $4 billion had been spent. It was always all about 
estimates, never about hard data. Please see two attachments (2 pages); 

Oil Sales and UN Allocation Accounts , 13% Account - Only 50% Actually Spent 

The only financial data officially received by the KRG was a table of funds allocated 
to each UN agency and another table of funds allocated to each sector (health, 
education, water & sanitation, electricity, agriculture, etc.), in April 2002. No tables of 
expenditures against these same allocations were received. No data on earnings 
and deductions for pipeline fees were received. No data on bank interest and gains 
on currency exchange were received. Please see the attachments (4 pages); 

(ESC1 13% Account Allocations Phases l-IX By Agency , (ESC) 13% Account 
Expenditures Phases l-IX Bv Aaencv . (ESC1 13% Account Allocations Phases l-IX 
Bv Sector , (ESCi 13% Account Expenditures Phases l-IX Bv Sector 

To the best of my knowledge, the KRG never saw any audit reports. While there was 
always a lot of field action implementing projects in all sectors, there was always the 
looming absence of clear financial data and a persistent frustration that progress was 
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excessively slower than necessary. Without hard data, it was next to impossible to 
make cogent arguments that would help to improve performance. 

The recent release of some audits reports is refreshing in the sense that it appears 
that part of the UN was professionally concerned about the same factors that 
concerned the KRG. The audit reports on the electricity sector, for example, on 
DESA, reveal a focus on program and project management aspects that is indeed 
enlightening. All audits are important, but some are excessively clerical, overly 
preoccupied with dotting i’s and crossing t's and not very helpful for improving 
program performance. 

The audits released so far focus on only two UN implementing agencies, DESA and 
UN-Habitat. Audits of the others would also be helpful; FAO, ITU, UNDP, UNESCO, 
UNICEF, UNOPS, WFP, and WHO. It would also be helpful if investigators would 
critically review the 90-day and 180-day reports submitted by OIP to the Security 
Council. What did they really say about program performance, problems being 
encountered, and the status of accounts? What questions could have, or should 
have, been asked by the Security Council based on these reports? 

We also need to see program audits that assessed the construction of housing units 
over time compared to the number of families living in substandard conditions, 
amount of potable water per day per person being delivered, amount of electricity 
being supplied per household, the availability of classrooms and school supplies per 
student, medical supplies being delivered compared to treatments ne^ed for 
illnesses and injuries, nutrition delivered against nutritional requirements, etc. And it 
would have been helpful if cost-benefit analyses were done to test that earnings, 
expenditures, and benefits were on track and waste minimized. For example, the 
procurement of food by the Saddam regime needed to be examined closely, 
especially wheat which was imported under the program, produced locally and 
procured by the regime, and imported commercially. 


Soon after the fall of the Saddam regime nearly two years ago unspent funds 
estimated at $5 billion belonging to the people of Kurdistan were transferred by the 
UN to the DFI (Development Fund for Iraq) managed by the US-CPA (Coalition 
Provisional Authority). In pursuing its full entitlement the KRG had some success 
with the CPA and has since received part of the baiance, approximately $2 billion of 
the unspent funds in the 13% account. The remainder was lumped together in the 
DFI with funds from other sources. 

The people of Kurdistan remain entitled by Security Council resolutions, which have 
the force of international law, to an estimated $3 billion. No subsequent resolution 
has rescinded or superceded this entitlement. Due to genocidal policies of the 
Saddam regime since the 1960s the region deserves all the funds to which it is 
entitled. About 25% of the region’s nearly 4 million people remain displaced with 
about 50,000 families still living in substandard conditions. For example, in 
November 1991 more than 100,000 Kurds were forcibly displaced from the Kirkuk 
area into KRG-administered territory. Compared with the rest of the country, the 
region's child mortality rate was 43% higher and infrastructure development was 
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severely neglected. Though the region has made substantial reconstruction and 
resettlement progress since 1991, especially under the oil-for-food program, much 
more remains to be done than has been achieved so far. 


Attached are a two-page narrative summary and a table listing factors to be 
examined in order for the people of the Kurdistan region to know exactly where they 
stand regarding their oil-for-food finances and, especially, the unspent funds to which 
they remain entitled. Please see the narrative (2 pages), SCR-986 Oil-for-Food 
Program: Unspent Funds in 13% Account , and the table (1 page), UN SCR-986 Oil- 
for-Food Program: 13% Account Summary . I believe that the process of filling in the 
blank spaces would be educational and revealing to investigators, and helpful to the 
people of Kurdistan. We have tried being dentists in extracting basic financial data 
for years. The data, however, is impacted and requires another type of dental 
surgery that the KRG is not equipped to do. 


In the Kurdistan region, ten UN agencies administered the oil-for-food program on 
behalf of the Saddam regime. The KRG supported the program with over 100,000 
civil servants, extensive facilities including warehouses and other buildings, and 
provided communication, security and other basic services, without charge. Ten 
KRG ministries supported 10 UN agencies in addressing humanitarian needs in 12 
sectors. Without KRG support the UN could not have implemented the program in 
Kurdistan. The UN, however, set up a parallel administrative structure and hired local 
staff away from the government and public universities at salaries that were ten to 
fifty times higher than what the KRG was able to pay. 


In center-south Iraq, the Saddam regime negotiated procurement contracts, the 
“661“ Sanctions Committee approved them, and the UN paid the bills. In effect, the 
regime selected the country, contractor, and price to pay. Global bidding was not 
required of the regime. In the Kurdistan region, however, though UN agencies 
responsible for implementing the program were obliged by UN rules and regulations 
to procure humanitarian goods and services in accordance with global bidding 
procedures, this applied to only 60% of the funds available to the region. 

The balance 40% was put under the control of the Saddam regime. Nearly $3 billion 
(separate from the estimated outstanding balance) of Kurdistan’s entitlement was 
allocated to the regime to spend on food, medicines, and oil spare parts. The regime 
procured food and medicines for the whole country and sent shares to Kurdistan. In 
addition, amounts for spare parts for Iraq's oil industry, which was completely under 
regime control, were charged to Kurdistan’s 13% account. Oil spare parts should 
have been charged like pipeline fees, "off the top" with the balance from oil sales 
being divided among all five escrow accounts. Instead, the people of Kurdistan paid 
27% to 37% more per capita than the people of center-south Iraq. 

These are a few of the losses peculiar to the 13% account. Other losses included 
those applicable to other escrow accounts: losses due to undercharges on oil 
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exports and overcharges on goods imports, substantial interest earned on 13% 
account funds that went somewhere else, gains on currency exchange that were 
apparently used for other purposes, costs to the 1 3% account that should have been 
charged to the 2.2% account, goods paid for but not received, etc. etc. etc. Some of 
these are described below. 


Examination of the oil-for-food program with its myriad aspects offers the strongest 
opportunity to radically reform the UN’s operational culture which is widely regarded 
by many both inside and outside the organization to be unacceptably deficient. Some 
may see it to be hopelessly uncorrectable. This $70 billion opportunity can be better 
realized if investigations focus carefully, comprehensively, and clearly on the 
program’s losses suffered by the Iraqi people. The losses need to be credibly 
calculated and assessed, responsibility determined and assigned, and compensation 
paid in restitution to the Iraqi people. 

It is the impact of financial penalty and restitution that will cause sustainable reform. 
If we are seeking an operationally reformed UN that is credibly and transparently 
effective in adding value to the human condition, changing or firing or suspending 
personnel may dramatically highlight the problem but certainly it will not solve it. The 
Iraqi people have suffered through decades of creatively cruel and vicious injustices 
from the inside. Their suffering should not be compounded by the international 
community imposing its weaknesses on them from the outside. 

The problem centers on the UN operational culture, the manner and means by which 
the UN conducts its critically important everyday business. The UN has access to the 
best and the brightest people in the wortd. To its international civil servants the UN 
offers compensation that exceeds what most, if not all, national governments offer 
their own civil servants. More significantly, the UN offers opportunity to qualified, 
experienced, and dedicated people from everywhere to serve the highest human 
ideals anywhere. Some staff members are indeed successful despite the UN being 
an organization where the operational environment is chronically and inordinately 
frustrating to an extent that their effectiveness is severely compromised. 

An interjection. The UN is not a monolithic corporate entity with divisions and 
branches. In many ways, it’s a typical bureaucracy with turf battles, one part not 
coordinating with another, and one floor not talking to another. Some UN agencies 
are autonomous, built on their own keel and running under their own steam. The UN 
is indeed a fleet, but with an admiral without real command and control. There is a 
common UN system, but different UN organizations apply common rules and 
regulations differently. Moving the fleet in a concerted manner toward a common 
goal is more analogous to herding cats. 

The UN is “We the Peoples . . .” and the oil-for-food program begins and ends with 
the Iraqi people. It was their money, not the UN’s or the US’s or any other member 
state’s or combination thereof. Oil-for-food funds were trust funds belonging to the 
Iraqi people, handled by the United Nations as their trustee. 

We really do not know precisely how well or how badly the UN handled their money, 
but we can find out. We have strong indications though, anecdotal and from audit 
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reports, that it was handled quite badly, and that the Iraqi people lost many hundreds 
of millions of dollars. More importantly, the Iraqi people lost the benefits those funds 
could have provided during a prolonged period of international trade sanctions, 
national economic decline, and acute personal hardship. 

Iraq is inherently a very rich and strong country. Its richness and strength reside far 
beyond its petroleum wealth and its water resources. Its real strength lies in its very 
technically competent, educated, skilled, and hardworking people. Proportionately, 
Iraq may have more qualified engineers than the United States. Certainly, 
proportionately, Iraq has more women engineers than the US; half the engineers in 
Iraq are women. Iraqis excel at logistics and accounting - they transport, warehouse, 
and account with dispatch. They deliver. 

Iraqis are builders. I was in Baghdad following the 1991 war. Major damage was 
done to refineries, power plants, water pumping stations, bridges, major buildings, 
and other civil service facilities. When I returned in 1993 following an 8-month 
absence between UN assignments a magic wand performance had occurred. Under 
sanctions, with their own resources, expertise and labor, without external assistance, 

I found shredded refineries, power plants and water pumping stations cleaned up, 
repaired, and functioning. All the damaged bridges across the Tigris River in 
Baghdad were repaired with the exception of a suspension bridge that took another 
year or so. Some heavily damaged major buildings were rebuilt and the construction 
of a huge new double-deck concrete bridge was well underway. 

Since Iraq’s 1990 invasion of Kuwait the Security Council passed 34 resolutions 
addressing the humanitarian needs of the Iraqi people but failed to exercise 
oversight on the performance of UN agencies implementing programs and projects 
to mitigate those needs. The UN Secretariat with its Office of the Iraq Programme 
(OIP) charged with the responsibility for coordinating the UN’s oil-for-food response 
failed to engage available expertise to meet programmatic and political challenges. 
The nine UN implementing agencies responsible for spending and monitoring the 
delivery of program benefits too often failed to meet attainable professional 
performance standards. UN member states, in addition to those on the Security 
Council, including members who pay dues and fund UN agencies, failed to exercise 
their right to question program progress in order to stimulate improved program 
performance. 

It appeared that no one, no non-Iraqi anyway, really cared. It wasn’t their money. 
The Iraqi people certainly were not responsible for programmatic deficiencies since 
they had no real control over their funds. No one had to answer to anyone for how 
the money was being spent. Accountability was not a watchword. The oil-for-food 
program with its extraordinary resources, in effect, became a playground for the 
international community. 

Neither was transparency a watchword. To this day the KRG still does not know 
where it stands with respect to funds earned, allocated, and spent. It has seen no 
accounts. The only (quasi) accounting information the KRG received, in April 2002, 
was a 1-page table that allocated $7 billion among UN agencies and a second 1- 
page table allocating the same amount among sectors (agriculture, education, food, 
health, electricity, water/sanitation, resettlement, etc.). Since receiving those 2 pages 
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the KRG has been trying to find out how much has been spent against each 
allocation. It failed because the UN wouldn’t, or couldn’t, make the data available. 


In center-south Iraq, the Saddam regime, was responsible for implementing the oil- 
for-food program and the UN was responsible for monitoring the program with 
respect to adequacy, equitability, and effectiveness. Implementers and monitors 
were separate. The effectiveness of this monitoring needs to be examined. 

In the Kurdistan region, which is separately administered by the Kurdistan Regional 
Government, the program was implemented by 10 UN agencies on behalf of the 
Saddam regime. These UN agencies were also their own monitors. Implementers 
and monitors were not separate. The effectiveness of this monitoring also needs to 
be examined. The audits that are being released help. 


It needs to be clearly understood that inadequate UN leadership and unsatisfactory 
management were not a function of insufficient resources. The UN was allocated 
and received no less than $1.4 billion to cover its administrative costs. To attest to 
the adequacy of available resources, according to the 1 1C Interim Report, $327 
million (23%) was “surrendered” because, supposedly, it wasn't needed for 
administering the program. 


Let’s take a look at what we know about the program in financial terms. All we really 
clearly know from UN official sources is that the program began in 1996 and was 
concluded in 2003. Keeping our focus on finances, let’s examine program earnings 
and program expenditures. Amazingly, despite efforts at various levels, we still do 
not know exactly how much was earned and how much was expended. 

We know that under sanctions Iraqi petroleum products were being illegally exported 
because it was easily observed, and it was reported in the media with photographs, 
it needs to be clarified and emphasized that UN sanctions on Iraq were imposed on 
UN member states, not on Iraq. Security Council resolutions prohibited imports from 
Iraq. If neighboring countries did not import from Iraq (smuggle), then Iraq could not 
export (smuggle). 

It also needs to be more widely known that Iraqi petroleum products cost pennies 
inside Iraq but were valued in dollars outside Iraq. To illustrate, in January 1996, 
before the oil-for-food program began, inside Iraq one US dollar would buy 15,000 
(fifteen thousand!) liters of gasoline, nearly 4,000 US gallonsi That’s what I 
personally had to pay. Outside Iraq in Turkey, gasoline sold for about four (4) US 
dollars per gallon!! This suggests that the real money was made outside Iraq, not 
inside. The oil-for-food program had nothing to do with this trade. Earnings through 
smuggling by the Saddam regime were indeed losses to the Iraqi people, except for 
whatever amount may have been applied by the regime to essential public services. 

Under the oil-for-food program, by examining only finances and not benefits, how 
much did the Iraqi people lose on earnings? We have learned unofficially from the 
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media and other sources that oil sales were undercharged. If this is correct, then 
losses can be calculated by taking each earning transaction and comparing the 
actual sale price with the market price available at the time. This is a simple 
spreadsheet exercise. Once a loss is calculated, then it needs to be determined who 
is responsible for making it happen. And finally, it needs to be determined how much 
in compensation is due to the Iraqi people for the losses on earnings that incurred 
without their involvement and through no fault of their own. 

Allow me to interject here that the Saddam regime demonstrated their technical 
capability by trial runs that exported nearly 3 million barrels per day (bpd) through the 
Iraq-Turkey Pipeline (ITP) and the southern port of Mina al-Bakr. There were 
extended periods where 2 million bpd was the norm. There were also periods when 
the Saddam regime would suspend oil exports for political purposes. During the oil- 
for-food program, illegal exports continued and domestic fuel requirements were met 
at very low cost to the consumer. Losses of legal earnings occurred due to illegal 
exports, and also due to lower than optimum production and export suspensions for 
non-technical reasons. 

We learn from the UN-OIP official website that a total of $64,231 billion was earned 
from oil sales. In the media, however, we have seen $67 million mentioned by UN 
staff, and even $68 million elsewhere. What exactly were the earnings on oil sales, 
and how much was deposited in each of the 5 escrow accounts? 

From UN responses in the media we learned that $2.9 billion was earned in interest 
on unspent funds. But how much was earned on each of the five escrow accounts? 
We don’t know, though we were informed that bank interest accrues to the account 
in which it is earned. We are also particularly concerned that 13% funds transferred 
from the escrow account to UN agencies’ accounts may have earned interest which 
was not returned to the escrow account or applied to Kurdistan. There has been 
persistent suspicion that interest earned on unspent 13% funds in UN agencies’ 
accounts has been used elsewhere in Iraq, or on non-Iraq programs elsewhere in 
the world. If this is correct, then it may help explain some of the excessive delay 
between the time funds were made available to UN agencies and the time they were 
actually spent. 

The amount of interest earned during a period of low interest rates is also an 
indicator of spending efficiency. The program was implemented over a 7-year period 
in thirteen 6-month phases (the 14*'’ and final phase was more an extension of the 
13*' phase). To illustrate, in the Kurdistan region, we learned from WHO that for 
phase-2 (1997) $29 million was allocated for medicines. This money was readily 
available sitting in the bank. But only $14.7 million (51%) was actually spent. The 
balance 49% remained in the bank for more than 5 years. The effect was that the 
people of Kurdistan faced a chronic shortage of medical supplies despite substantial 
funds being readily available. This situation forced the KRG to spend its limited funds 
on important and urgently needed medical items. Please see the attachment (1 
page); Allocation vs. Actual Expenditure - Medicines 
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From UN responses In the news media we learned that $2.3 billion was gained on 
currency exchange. But how much was gained on each of the five escrow accounts? 
We don’t know. 


When proceeds from oil sales were received by the UN, an amount was taken “off 
the top” for pipeline fees. We have been unable to determine how these fees were 
calculated and how much they amounted to. The balance was divided among the 
five escrow accounts for spending, 59% was allocated to humanitarian 
goods/services for the people in center-south Iraq, 13% to the people in the 
separately administered Kurdistan region, 25% to people outside Iraq in war 
reparations related to Iraq’s invasion of Kuwait, 2.2% to the UN to cover its 
administrative costs on the program, and 0.8% for the weapons inspectors. 


Above, we looked at losses on earnings. Now, let’s look at losses on expenditures. 
Under the oil-for-food program, by examining only finances and not benefits, how 
much did the Iraqi people lose on expenditures? We have learned unofficially from 
the media and other sources that humanitarian goods/services were overcharged. If 
this is correct, then losses can be calculated by taking each expenditure transaction 
and comparing the actual procurement price with the market price available at the 
time. This also is a simple spreadsheet exercise. Once a loss is calculated, then it 
needs to be determined who is responsible for allowing it to happen. And finally, it 
needs to be determined how much in compensation is due to the Iraqi people for the 
losses on expenditures that were incurred without their involvement and through no 
fault of their own. 

While calculating losses on earnings and losses on expenditures there is a third 
major analysis to be undertaken. This is an analysis of the time gaps from the time 
funds were earned until they were allocated and until they were spent. Funds were 
earned and accounted for phase-by-phase. Some funds, as noted previously, 
remained unspent for more than five years even though the items for which they 
were allocated were urgently needed for life-saving purposes. This is a simple 
spreadsheet and graphing exercise to compare spending patterns within each phase 
and across phases, and also within each UN agency and across agencies. 


The fourth major analysis to be undertaken, the most difficult but the most important, 
is the calculation of losses in benefits that the program could have provided if UN 
leadership was exemplary and management functioned according to the highest 
professional standards. 


For each of the UN agencies involved in the oil-for-food program in Iraq this was 
their largest single country program in the world. Funds were made available to the 
10 UN agencies in Kurdistan for them to plan and implement projects, and to monitor 
themselves. There were no timeframes; UN agencies could take 3 months or 3 years 
to spend available funds. This excessive delay in the face of urgent needs was the 
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primary source of frustration to the people of Kurdistan and to their Kurdistan 
Regional Government. 

Hundreds of UN international staff from many countries served the program in Iraq. 
Thousands of very competent and dedicated Iraqi local staff also served the 
program, both within the UN and with the local authorities. In Kurdistan, most of the 
former UN local staff is still there in their homeland. Most staff of the local authorities 
are still in the same positions they held during the program’s implementation period. 

Substantial documentation is also available in Kurdistan. With Iraqis, face to face 
contact is far more effective and productive than email and phone calls. Examiners 
are strongly urged to visit Kurdistan, which is relatively quite secure and stable, using 
the far more expeditious route via Turkey instead of the cumbersome and often 
problematic Kuwait, Jordan and Baghdad route. If you can arrange a special direct 
flight from Istanbul to Iraqi Kurdistan, that would be ideal. An airstrip that served C- 
17s and C-130s is ready and waiting. The KRG is well organized to provide internal 
transport and other support services, including security, to facilitate access. 

On behalf of the Kurdistan Regional Government, I would like to extend an invitation 
to Senator Coleman and Senator Levin and any of your colleagues to visit the 
Kurdistan region and observe first hand the progress made since 1991 and the 
conditions still being faced by the people in that part of Iraq. You would have 
complete and ready access to all personnel and documentation available. I may add 
that springtime is gorgeous in the mountains, especially during April and May. 


Thank you and I look forward to your questions and to seeing you in Iraqi Kurdistan. 
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Notes on the Iraqi Kurdistan Region and the Oil-for-Food Program 


The Basics 

The Oil-for-Food Program (OFFP) was instituted to mitigate the adverse effects of 
prolonged trade sanctions on the Iraqi people. Since 1991 Iraq’s failure to comply 
with 17 United Nations Security Council resolutions pertaining to its weapons of 
mass destruction (WMD) programs lengthened the duration of the sanctions. During 
the same period more than 34 resolutions were passed by the Security Council to 
address the humanitarian needs of the Iraqi people. 

Foremost among these humanitarian resolutions was SCR-986 passed in April 1995 
that allowed the legal export of Iraqi oil and the sale proceeds to be used for the 
procurement and delivery of humanitarian goods and services to the people of Iraq. 
Sale proceeds were also applied to cover United Nations administrative expenses 
pertaining to Iraq, and compensation to victims of Iraq’s aggression against Kuwait. 

SCR-986 refers to the oil-for-food program and all subsequent resolutions pertaining 
to the program. The program was implemented in approximately six-month phases. 
SCR-986 was extended twelve times, each time by a resolution, for a total of thirteen 
phases. Oil under the program began to be legally exported in December 1996 and 
was terminated prior to the outbreak of war in March 2003. The program formally 
ended in November 2003, about two weeks short of seven years. 


Comparison with the Marshaii Plan 

During its duration the Marshall Plan provided $13 billion ($90 billion in today’s 
dollars) to seventeen devastated countries in Europe. In comparison, during the 
seven years of the Iraq oil-for food program more than $45 billion was made 
available to only one country. But Iraq was not a devastated country. A reasonably 
well-established bureaucracy continued to function and the country was richly 
endowed with substantial resources - oil, water, and most Importantly its human 
resources that were educated, skilled, and hardworking. 


Iraqi Kurdistan as a Devastated Region 

Iraq not being a devastated country is not quite correct. The only part of Iraq that 
was devastated was the Iraqi Kurdistan Region where the regime totally destroyed, 
leveled, more than 4,000 communities including towns of over 30,000 people. Tens 
of thousands of families fled as refugees to neighboring countries, or to the few large 
cities where public services were never able to meet the essential needs of their 
burgeoning populations. In addition, thousands of families were forced to live in so- 
called “collective towns” that resemble the thinking and behavior surrounding the 
establishment of reservations for Native Americans. Today, about 25% of the 
region’s 3.8 million residents remain internally displaced, living like refugees in their 
own country. This devastation was not a function of international conflict; it was a 
function of confirmed state-managed genocide against the people of the Region. 
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In the late 1980s, chemical weapons were used against Iraqi citizens all across the 
Iraqi Kurdistan Region in over 200 locations, from the northwest near the border with 
Turkey ail the way down to the southwest near the border with Iran culminating in the 
most infamous incident at Halabja. 

Before the events of 1990-1991 Iraq was reputed to have among the best public 
services in the Middle East. The Baghdad regime’s devastation of the region, 
however, is further demonstrated by deliberate neglect. In 1990, before the 1991 
war, according to a UN report the child mortality rate in the rest of Iraq was 56 per 
1 ,000 live births while in the region it was significantly higher at 80, 43% higher. 


How the Iraqi Kurdistan Region Came About 

While there are antecedents in a March 1970 agreement between the national 
government and the regional Kurdish leadership, today’s Iraqi Kurdistan Region is a 
creation of the Saddam regime. The 1991 war occurred early in that year. In late 
1991 the regime unilaterally withdrew its administration and established a militarized 
demarcation line separating the region from the rest of the country. Iraqi citizens 
crossing the line were subjected to international border-like checks, and humiliating 
treatment. 

The regime abandoned the people of Iraqi Kurdistan. In response, the region’s 
leaderships were forced to establish a regional administration, which they did without 
a view toward separation, as clearly stated and affirmed in deeds and actions at that 
time and at many times since then. By mid-1992 elections regarded as free and fair 
by international observers were held and a regional parliament (Kurdistan National 
Assembly, KNA) and a regional government (Kurdistan Regional Government, KRG) 
were established. Only abusive laws were changed by the KNA. Since the 
establishment of the KNA and KRG in 1992, all of the same laws and administrative 
structures in force in the rest of the country were also in force in the region. 


Effects of Regional Separation 

Because of involuntary separation more than 100,000 civil servants lost their 
livelihoods and thousands of government retirees lost their pensions. The regime 
permanently disconnected two of the three northern governorates (provinces) from 
the national electricity grid and suspended connection to the third for two years. The 
regime also stopped supplies of home heating and cooking fuels, prevented high 
school graduates from attending universities in center-south Iraq, and suspended a 
food-rationing system that functioned throughout the rest of the country. The 
separation also prevented medical patients from obtaining specialized health care 
available only outside the region, including kidney dialysis and cancer treatment. 
These are only some of the adverse features of life in the region during the six-year 
period prior to commencement of the oil for food program. 
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North-South Differences in Oil-for-Food Program Management 

It needs to be clearly understood that in the rest of Iraq the Saddam regime was 
responsible for program implementation. This implementation was to have been 
monitored by the UN. In the Iraqi Kurdistan Region, however, the UN was 
responsible for implementing the program. Ten UN Agencies were established in the 
region to plan, implement, and evaluate the program. Remarkably, in the region the 
UN was responsible for monitoring itself. 

In the rest of Iraq, the regime directly managed procurement of all items approved by 
the UN. The regime was allowed the power, the authority and opportunity, to 
determine the country, company, and price of procurement. Global bidding was not a 
UN program requirement. In the region, the UN was responsible for procurement of 
all goods and services related to the program with the very notable exceptions of 
food, medicines, and oii spare parts. These three items were procured by the 
Saddam regime and the costs charged to the region that had little, if any, say in the 
quantity and quality of items delivered. 

Strikingly, the costs of these three items amounted to approximately 40% of the 
funds allocated to the Region. The balance 60% that was managed by UN Agencies 
was for health, education, water and sanitation, landmine activities, agriculture, 
settlement rehabilitation (housing and related facilities), and telecommunications. 


UN Collusion with the Baghdad Regime: Diminished Funds 

From the very beginning of the oil-for-food program the UN and the Saddam regime 
wittingly or unwittingly colluded to diminish funds available to the Iraqi Kurdistan 
Region. SCR-986 called for 13% to 15% of legal, UN-managed oil revenues to be 
allocated to the region based on proportionate population. The minimum 13% was 
allocated to the region even though the proportionate population was demonstrably 
higher. The consequent loss to the region's people varies from $640 million to $1.3 
billion. A more complete explanation of this calculation is given below. Later, there 
were moves to decrease the allocation to 10%, but this was thankfully thwarted by a 
U.S. Government-sponsored resolution that locked in the minimum 13%. 

The region was excessively charged for pipeline fees. This pertains to costs 
incurred on the export of oil through the Iraq-Turkey Pipeline (ITP). In the earliest 
phases, when the amount of oil that was allowed to be exported under the program 
was set at certain limits, extra amounts above the limits were allowed to be exported 
to cover ITP fees. In later phases, however, when limits were no longer applicable, 
the regime was allowed to legally export as much oil as it could (or as much as it 
chose to). During these latter phases, pipeline fees were directly deducted from each 
of the escrow accounts, including the 13% account established for the region. 
Despite repeated requests to the UN, no data has been obtained regarding the total 
pipeline fees incurred and the amount charged to each escrow account. Unofficial 
information, however, indicates that the region was charged disproportionately and 
excessively. 
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The region was also excessively charged for oil spare parts. Of twelve program 
sectors (food, medicines, health, education, water and sanitation, etc,), oil spare 
parts were allocated the third highest amount. The UN allowed the regime to use 
legal oil sale proceeds to procure spare parts for its oil industry beginning with 
phase-4. During phases 4 and 5 a total of $300 million was allocated for each phase, 
and for phases 6 to 13 $600 million per phase was allocated for oil spare parts. The 
region was charged a disproportionate share that, per capita, was more than 25% 
higher than for the rest of the country. 

Food was allocated the most funds, nearly $2 billion for 13 phases. Next was 
electricity at approximately $1 billion. Today, after seven years of program 
implementation, the region’s electricity generation, transmission, and distribution 
systems remain woefully inadequate. Despite substantial water flows in the northern 
mountains, the Saddam regime did not allow the installation of any new hydropower 
stations, including low-cost and low-environmental impact micro and mini 
hydropower plants that would have adequately served dozens of smaller 
communities. The UN, unfortunately, concurred with this approach. 

The UN also agreed with the regime directly contracting an $80 million gas turbine 
plant to supply electricity to the region. It is assumed the regime chose the country, 
company, and the price. Strikingly, this plant was to be established outside the 
region, but the costs charged to the region. Given the regime’s past confirmed 
behavior in deliberately disconnecting the region from the national grid, the UN’s 
collusion and inadequate guarantees that the full value of the plant would serve the 
people of the Region were highly questionable. 

Interest earned on unspent funds was confirmed to accrue to the bank account in 
which it Is earned - by the U.S. Government, the U.K. Government, and by the UN 
itself via its Office of the Iraq Programme (OIP). Despite various representations, 
however, the amount of interest earned on the 13% escrow account established for 
the region has not been revealed. We do know from published OIP reports, however, 
that $1.6 billion in interest was earned on the 59% escrow account established to 
procure humanitarian goods for the rest of the country. Interest is thus being sought 
on all unspent 13% account funds in ALL UN accounts, in the 13% escrow account 
and also the bank accounts of UN Agencies into which these funds were transferred 
before being paid out and leaving UN control. 

More than $4 billion is believed to be unspent in the region’s 13% account. One 
smail but specific example: of $29 million allocated for medicines in phase-2 (1997), 
WHO confirmed that only $14.7 million was spent. This means the region received 
only 51% of the value of medicines it was authorized to receive for phase-2, and that 
the balance of $14 million has been sitting in the bank for more than five yearsi 

2.2% of total oil sale proceeds was allocated to cover administrative costs incurred 
by UN Agencies on the program. There are indications that substantial expenses 
that could have, and should have, been charged to the 2.2% account were charged 
to the 13% account. These mis-charges to the 13% account reduced the funds 
available for the procurement of humanitarian goods for the region. 
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Markedly, $300 million from the 2.2% account went unspent and were “surrendered” 
by the UN to the regime. No proportionate share of these unspent funds was offered 
to the region. 

There was no overall plan with measurable indicators and timeframes to guide 
program implementation in all sectors and by all UN Agencies. UN Agencies could 
take virtually unlimited time to spend available funds. The program was closed in 
November 2003 but only about 47% of the funds allocated for the region had been 
spent. These included funds earned during phase-8 that began in June 2000. As 
noted above, even funds earned during phase-2 that began in June 1997 were not 
spent by the end of the program. 

In contrast, the regime spent funds allocated to its 59% account more efficiently, if 
not more effectively. The effect of this efficiency, however, adversely affected the 
13% account. Because the regime negotiated contracts that exceeded the funds 
available, the UN attempted to obtain fund advances from the 13% account to cover 
the costs of food and medicines that had not yet been delivered. The usual practice 
had been that the regime would procure food and medicines for the whole country to 
be paid from the 59% account. Shares would be sent to the region after which the 
cost would be reimbursed to the 59% account from the 13% account for the value of 
food and medicines actually received. 

According to OlP’s website figures, a total of $2.1 billion was spent on medicines for 
the whole country. 13% of this amount for the region amounts to $274 million. Data 
available for the first eleven phases indicates a total of $346 million was allocated for 
medicines for the region. According to WHO, however, the value of medicines 
actually delivered to the region as of August 2002 (phase-12) was only $100 million. 


Iraq’s Population 

Regarding population figures, in order for funds in the UN-managed escrow accounts 
to be paid out, for each of the thirteen phases the Saddam regime had to submit a 
“distribution plan” for UN approval. This plan was prepared in consultation with the 
UN in Iraq and submitted to the Secretary General for his endorsement, which 
occurred in less than one week, usually within a day or two. This plan states 
population figures for each governorate (province). For the Iraqi Kurdistan Region, 
we can assume the figures are reasonably accurate because they are based on food 
registration figures determined by the UN Agency WFP who vetted discrepancies 
within the region without interference from either the regional authorities or the 
Saddam regime. In the rest of Iraq, however, the population figures are what the 
Saddam regime stated they are, without verification by the UN. The regime was 
claiming higher population figures for the oil-for-food program while elsewhere 
claiming that the country’s population was being decimated by the sanctions. 

During the program’s 7-year duration, according to the regime’s own distribution 
plans submitted to the UN and approved by the Secretary General, the population of 
Iraq increased from 21.7 to 26.7 million, an increase of 22%. Iraq’s official census in 
1987 states a population of 16.5 million, which increased to 22 million in the official 
census of 1997, an excessively high 33% growth rate. According to Kenneth 
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Pollack’s “The Threatening Storm,” if the 1.5 million who allegedly died due to 
sanctions were added, plus 500,000 who fled the country during the past decade, 
the ten-year growth rate would have been 45%! Contrary to what the regime would 
have had the worid believe, according to their own figures the country thrived and 
multiplied under sanctions. 


Population Figures and the Region’s Fund Ailocation 

What does all this have to do with the iraqi Kurdistan Region? Iraqi Kurdistan’s 
population, as determined by WFP from the last list of beneficiaries receiving food 
under the program, was about 3.8 million. This list has been checked, rechecked, 
and revised by the UN. The original SCR-986 resolution called for Iraqi Kurdistan to 
receive 13% to 15% of oil sale revenues. If the population of Iraq is 25 million, as 
most authorities currently estimate, Kurdistan’s fair share would amount to 15%. As it 
currently stands, however, at a total population of 26.7 million, Kurdistan’s share 
would be approximately 14%, yet the region continues to receive 13%. 

One or two percent of the total of $64 billion earned during the program’s seven-year 
duration means $640 million to $1.3 billion lost to the people of the Iraqi Kurdistan 
Region. After seven years of program implementation, none of the region's three 
main cities and none of the towns and smaller communities has an adequate 
electricity or water supply. These amounts would have made a substantial difference 
in reaching adequacy in these two sectors (electricity and water). 


Transparency and Accountability 

If data and information is unavailable to substantiate some of these observations it is 
because the UN, despite numerous and repeated representations and 
communications, has cloaked itself in a veil of secrecy and privilege. A primary 
source of data and information, though very limited, is the UN website maintained by 
the Office of the Iraq Programme (OIP). For each of the thirteen phases OIP 
produced a 90-day and a 180-day report that were high on verbiage and low on data 
and other information that would present a clear picture of what was really going on. 
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OIL SALES AND UN ALLOCATION ACCOUNTS 


liHJ.Ulill 


59% 

humanitarian goods/services for center-south iraq 

25% 

compensation fund 


humanitarian goods/services for Iraqi Kurdistan Region 


operational costs for UN humanitarian agencies 


operational costs for UN weapons inspectors 


(Initiaily, the 59% account was 53%, the 25% account was 30%, and there was a 1% account 
pertaining to SCR-778. Later, the 30% account was reduced to 25% and the 1% account was 
eliminated. The 6% was added to the 53% account.) 


Since August 1990, UN member states are prohibited from purchasing Iraqi oil products. An oil-for-food program was first 
offered in 1991 under Security Council resolutions 706 and 712, but Ihe Government of Iraq (Goi) declined to cooperate 
with implementation. In April 1995, Security Council resolution 986 was passed and rejected by the Goi. However, in 
January 19% UN-Gol discussions began and a Memorandum of Understanding (MoU) outlining the implementation 
process was agreed in May 1996. Oil began to flow in December 1996 and the first goods (food) arrived in March 1997. 
The oil-for-food program was implemented in approximately 1 80-day/6*month phases. Each phase was authorized by a 
Security Council resolution. Ten UN agencies based in Iraq were Involved in implementation. In center-south Iraq the 
Goi managed the program. In the Kurdistan region of northern Iraq, ten UN agencies managd the program on behalf of 
the Goi in quasi cooperation with the Kurdistan Regional Government. 


phase 

value {$ million) as of 21 Mar 03 

oil sales 

59% 

25% 

13% 

2.2% 

0.8% 

1 

2,150 

1,269 

538 

280 

47 

17 

2 

2,125 

1,254 

531 

276 

47 

17 

3 

2,085 

1,230 

521 

271 

46 

17 

4 

3,027 

1,786 

757 

394 

67 

24 

5 

3,947 

2,329 

987 

513 

87 

32 

6 

7,402 

4,367 

1,851 

962 

163 

59 

7 

8,302 

4,898 

2,076 

1,079 

183 

66 

8 

9,564 

5,643 

2,391 

1,243 

210 

77 

9 

5,638 

3,326 

1,410 

733 

124 

45 

10 

5,350 

3,157 

1,338 

696 

118 

43 

11 

4,589 

2,708 

1,147 

597 

101 

37 

12 

5,639 

3,327 

1,410 

733 

124 

45 

13 

4,413 

2,604 

1,103 

574 

97 

35 

total 

64,231 

37,896 

16,058 

8,350 

1,413 

514 


Pipeline fees. From the value of oil legally exported, an estimated amount for pipeline fees related to the use of the Iraq- 
Turkey Pipeline (ITP) are assessed before the account percentages are applied. All five accounts share pipeline fees. 
Actual pipeline fees are not revealed. 

Oil spare parts. $300 million has been allocated in each of phases 4 and 5. $600 million in each of phases 6 to 12. 
These amounts are deducted from only the 59% and 13% accounts. According to distribution plans submitted by fr^e 
Government of Iraq and approved/endorsed by the Secretary General, however, these charges were to be treated ttie 
same as pipeline fees. 

Interest Throughout the program, substantial funds have remained unspent in commercial bank accounts. 0!P and two 
Security Council members (UKG and USG) confirm that interest amounts accrue to the accounts in which they are 
earned. Despite requests to the UN. the interest amounts have yet to be revealed. 


Gains on currency exchange. Funds in commercial bank accounts are maintained in one currency and goods/services 
are occasionally paid for in another currency with losses/gains on currency exchange. 
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13% ACCOUNT - ONLY 50% ACTUALLY SPENT 


The following is based on data available on the OIP website: www.un.ora/depts/oiD/ 

Check "Basic Figures" in the right side panel. Figures below are based on data available per the dates 
indicated on the OIP website. Note the time gap between income and expenditure figures below. 

Income as of 21 March 2003: 


Total oil sale proceeds Phases 1 to 13; $ 64,231 million 

Theoretical availability for IK, 13%: $ 8,350 million 

Interest earned on unspent amounts and gains on currency exchange are not included. The amount 
actually available for humanitarian goods and services for IK is the theoretical amount plus interest, plus 
gain on currency exchange, minus amounts charged for pipeline fees and oil spare parts, which are 
calculated differently. Pipeline fees are deducted "off the top" and IK receives 13% of the balance. Oil 
spare parts are deducted from the 13%. IK citizens pay a disproportional share, 27% to 37% more per 
phase than Iraqi citizens in center-south Iraq. 


Expenditure as of 31 December 2002: 

10,760 million 
1,398 

2,111 million 
274 

(The actual amount delivered to IK is much less than $274 million. Based on WHO 
figures the value of medicines delivered to IK. as of August 2002, is only $100 million.) 

Total spent on IK projects: $ 1 ,673 million (imports + local contracts) 

(electricity, agriculture, reconstruction/resettlement, water & sanitation, health facilities 
& equipment, education, telecommunications, landmine activities, etc.) 

Total charged IK for oil spare parts $ 771 million 

Total expenditure: $ 4,116 million 


Total spent on food arrived for all-Iraq: $ 

IK 13% share: $ 

Total spent on medicine arrived for all-Iraq; $ 

IK 13% share: $ 


As of 31 December 2002 OIP indicates $2.3 billion was spent by the Government of Iraq for food and 
medicines to be delivered to Iraqi Kurdistan. As of 31 August 2002, at the end of 1 1 phases, WFP 
indicates the value of food delivered to Kurdistan to be $1,415,662,805. As of August 2002, at the end of 
1 1 phases, WHO indicates the value of medicines delivered to IK was only $100,065,673. The highest 
amount delivered per phase was $202,746,964 (phase-8) for food, and $23,753,1 82 (phase-1 ) for 
medicines. Therefore, WFP and WHO figures do not support the OIP figures. 

Conclusion: Based on the above data, only 50% of the amount earned for IK has 
been spent on humanitarian goods and services. The balance 50%, more than 
$4,000 million, remains “in the bank” unspent, part for more than five years. 
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SCR-986 OIL-FOR-FOOD PROGRAM: UNSPENT FUNDS IN 13% ACCOUNT 

The SCR-986 oil-for-food program was implemented from December 1996 to November 
2003 in thirteen 6-month phases. Each phase was authorized by a Security Council 
resolution. For each phase the Government of Iraq (GOI) submitted a Distribution Plan 
(DP) to the UN that was endorsed/approved by the Secretary General. Only after a DP 
was endorsed/approved could oil-for-food funds be spent. During each phase the UN 
was obligated to file a 90-day report and a 180-day report. These reports were high on 
verbiage and low on data. 

Under the program, Iraqi oil was legally sold under UN supervision. By the end of the 
program the sale proceeds were disbursed among five UN-managed escrow bank 
accounts: 59% for humanitarian assistance in center-south Iraq administered by the 
GOI, 25% for compensation to non-Iraqi parties for losses and damages caused by 
Iraq’s invasion of Kuwait, 13% for humanitarian assistance for the separately 
administered Iraqi Kurdistan Region (IKR), 2.2% for UN administrative/operational 
costs, and 0.8% for the weapons inspectors. 

Procurement of humanitarian assistance for center-south Iraq was handled directly by 
the GOI. The GOI directly negotiated contracts with vendors. Each contract had to be 
approved by the UN SCR-661 Sanctions Committee before funds under UN 
management could be released for payment. In the IKR, with the exception of bulk food 
and medicines, procurement was handled by UN Agencies. The Kurdistan Regional 
Government (KRG) was not directly involved in contract negotiations. 

SCR-986 called for 13% to 15% of UN-supervised oil sale proceeds to fund 
humanitarian assistance for the separately administered IKR. The figure is based on 
proportionate population. Even though the population of IKR exceeded 13% of the 
estimated totai population of Iraq, however, the UN decided to allocate the lowest 
allowable figure of 13%. 

Prior to 1991 IKR was the region subject to the most neglect, destruction, 
disappearances, and dislocation. In 1990, the child mortality rate was 43% higher than 
the rate for the rest of the country. Up to 1990 over 4,000 communities were destroyed 
including towns of over 30,000 people. Nearly 25% of the population of IKR is 
considered to be internally displaced, including over 100,000 persons expelled from the 
Kirkuk area into IKR in late 1991. 

In accordance with SCR-986 passed in April 1995 the UN Secretariat was made 
responsible for the management of the oil-for-food program. Terms and conditions 
were either imposed on Iraq or agreed to in the Memorandum of Understanding signed 
by the UN and GOI in May 1996. The UN had the controlling interest and supervising 
responsibility. The UN also had the resources to manage the program to the highest 
performance and ethical standards; 2.2% of oil sale proceeds, nearly $1 .5 billion, were 
allocated for UN administrative costs. More than $200 million unspent from the 2.2% 
account was surrendered by the UN to the GOI 59% account. 



185 


2 

IKR received significantly less than the upper limit of 1 5% allowed under SCR-986. IKR 
also received significantly less than the 13% that was finally applied; when the program 
ended in November 2003 perhaps less than 7% was actually spent on IKR. 

There are questions regarding the proper calculation of actual pipeline fees and oil 
spare parts that should have been deducted “off the top” before 1 3% of the balance was 
calculated to cover humanitarian assistance costs in IKR. Per capita, IKR citizens paid 
27% to 37% more for oil spare parts than citizens in center-south Iraq. 

There is the major issue of bank account interest earned on unspent funds, which are 
substantial. The UN reported interest earned on the 59% account ($1.6 billion) but 
never on the 13% account, even though the KRG was informed by OIP, the U.S. 
Government, and U.K. Government that interest accrues to the escrow account in which 
it is earned. Despite numerous attempts, the KRG was never informed of the amount. 
There is also a notion that 13% account funds transferred to UN Agencies’ accounts 
accrued interest that was used for purposes unrelated to Iraq. 

The GDI procured bulk food and medicines for the whole country and shares were 
delivered to IKR. The GOI initially paid for bulk food and medicines from the 59% 
account established to fund humanitarian assistance for center-south Iraq. The cost of 
food and medicine actually delivered to IKR was later reimbursed to the 59% account 
from the 13% account. It is to be noted hat OIP attempted to advance funds from the 
13% account because the 59% account was over-obligated. 

The KRG submitted project proposals to the UN with a total estimated value that 
exceeded funds available in the 13% account. These projects were urgently needed to 
serve important humanitarian activities pertaining to the sectors of health, education, 
electricity, water, environmental sanitation, settlement rehabilitation, landmine activities, 
agriculture, and telecommunications. 

The UN did not share financial allocation and expenditure information with the KRG. 
There is one exception. After more than five years of program implementation, in April 
2002 the UN provided the KRG with tables of allocations by sector and by UN Agency. 
But when the UN was requested to provide expenditure figures to compare with 
allocation figures earlier received, in order to determine unspent balances available in 
each sector and with each UN Agency, no data was forthcoming. 

Although the UN submitted to the Security Council during each of the thirteen phases a 
90-day report and a 180-day report, complete summary financial data was never a part. 
Obtaining complete financial data from the UN has been impossible. These reports 
were available on the OIP website at www.un.orq/deDts/oip 

Attached is a table listing items for which financial data is needed in order to determine 
the amount of unspent funds in the 13% account when the program ended in November 
2003. 


9 February 2004 
Stafford Clarry email; ClarrySF(gaot.com 
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Mr. Chairman, distinguished members of the Committee, I welcome the 
opportunity to appear before you to discuss the UN's Oil-for-Food Program 
and to answer your questions on various aspects of the management and 
execution of the Program. 

Mr. Chairman, I want to reiterate three key points regarding the context in 
which the Oil-for-Food Program was established and implemented. First, I 
want to emphasize that the U.S. was often fighting an uphill battle - the 
very establishment of the Program was the result of arduous negotiations 
among 1 5 Security Council members- some of whom were arguing for the 
complete lifting of sanctions. As a result of this political context, the ability 
of the United States and the United Kingdom to take measures to counter or 
address non-compliance during the life of the Program was often countered 
by other members' desire to, in fact, ease sanctions on Iraq. 

Second, sanctions have always been an imperfect tool, but, given the U.S. 
national goal of restricting Saddam's ability to obtain new materials of war, 
sanctions offered an important and viable approach, short of the use of force, 
to achieve this objective. 

Third, the United States made decisions and took actions relating to the Oil- 
for-Food Program and the comprehensive sanctions on Iraq also to achieve 
overarching national security goals within the larger political and economic 
context of the region. 
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Mr. Chairman, given this general context, I would like to attempt to outline 
some of the issues relating to the responsibility for implementing the 
Program and for the sanctions in general. 

The Oil-for-Food Program was established to address the serious 
humanitarian crisis that Saddam Hussein had inflicted on the Iraqi civilian 
population while concurrently maintaining strict enforcement of sanctions 
on items that Saddam Hussein could use to re-arm or reconstitute his WMD 
and other military programs. 


We believe the system the Security Council devised by and large met these 
two specific objectives. The Oil-for-Food Program did have measurable 
success in meeting the day-to-day needs of Iraqi civilians. The daily caloric 
intake of Iraqi citizens increased and health standards in the country 
improved. And, as Mr. Duelfer testified before this Committee on 
November 1 5 last year, "UN sanctions curbed Saddam's ability to import 
weapons, technology and expertise into Iraq". 


Investigations over the past year have uncovered significant sanctions- 
busting activities that arose both from Saddam Hussein's manipulation of the 
Program, and from his and others' abuse of the sanctions regime for financial 
gain. 
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In the end, the Oil-for-Food Program reflected three factors: 

• A collective international desire to assist and improve the lives of 
Iraq’s civilian population; 

• A desire by the United States and others to prevent Saddam from 
acquiring materials of war and from posing a renewed regional and 
international threat; 

• And, a decision by some companies, member states and individuals to 
pursue their own financial interests at the expense of the international 
community. 

Mr. Chairman, this final point about actors who colluded with Saddam in 
breaching sanctions and violating the rules of the Oil-for-Food Program 
leads me to the issue of responsibility. 

The United Nations, first and foremost, is a collective body comprised of its 
191 members. A fundamental principle inherent in the UN Charter is that all 
member states will uphold decisions taken by the Security Council. The 
effectiveness of the sanctions regime against Iraq and the integrity of the 
Oil-for-Food Program depended completely on the ability and willingness of 
member states to implement and enforce the sanctions. In this regard, 
member states held the primary responsibility for ensuring that their national 
companies and their citizens complied with the states' international 
obligations. Through the Treasury Department, the United States, for 
instance, took measures to establish a vetting process for U.S. companies 
seeking to do business in Iraq. 
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We also implemented a comprehensive process to review contracts for 
humanitarian goods going to Iraq in order to ensure that dual-use items were 
not being supplied to Iraq through the Oil-for-Food program. 

In addition to the responsibilities of member states, the Security Council also 
established a subsidiary body of the Security Council, the 661 Committee, to 
monitor the sanctions on Iraq and, once it was established, the Oil-for-Food 
Program. The 661 Committee discussed issues related to violations of the 
sanctions between 1990 and 2003 and issues related to the Oil-for-Food 
Program between 1995 and 2003. Action, however, could only be taken to 
address these issues if there was the political will and a consensus of all the 
members of the Committee to do so. Although the United States and the 
United Kingdom repeatedly raised concerns within this context, and often 
offered solutions to mitigate abuses, consensus within the 66 1 Committee 
continually proved elusive as we faced opposition from one or more 
members of the Committee. 

The Security Council also authorized the UN Secretary-General and the UN 
Secretariat, under Security Council Resolution 986 in 1995 and subsequent 
resolutions, to implement and monitor the Oil-for-Food Program. The Office 
of the Iraq Program (OIP) staff was hired to devise a system whereby oil 
revenues under the Program could be used to pay for humanitarian supplies 
for Iraq. To be clear, Mr. Chairman, the Secretariat, the OIP, and the UN 
Agencies were given the authority and had the power to implement the 
Program only within the mandate given to them by the Security Council. 
They were not empowered to monitor or enforce implementation by member 
states of the overall sanctions on Iraq or act as a border patrol. 
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To make the division of responsibilities clear, Mr. Chairman, let me offer 
two examples. The first regards oil flowing out of Iraq. The former Iraqi 
regime, through its State Oil Marketing Organization (SOMO) proposed 
prices for various markets and grades of crude for review by the UN Oil 
Overseers, and for approval by the 661 Committee. The Oil Overseers and 
Committee members verified that the purchase price of the petroleum and 
petroleum products is reasonable in the light of prevailing market conditions. 
The UN contracted monitoring company, Saybolt (a Dutch entity), provided 
on-site independent inspection agents who kept 66 1 Committee members 
informed of the amount of petroleum exported from Iraq. Saybolt inspectors 
also monitored the arrival of oil industry spare parts under the Oil-for-Food 
Program. A UN escrow account administered by Banque Nationale de Paris 
(BNP) received payments for such liftings. Oil flowing out of Iraq through 
other means - smuggling, trade protocols and the voucher system - was 
outside the mandate of the UN Secretariat. Member states were responsible 
for monitoring these activities. 

My second example concerns goods coming into Iraq. Again, there was a 
clear division of responsibility. While the Iraqis retained the authority to 
contract with specific suppliers under the Oil-for-Food Program, the 661 
Committee was tasked with ensuring that the contracted goods were 
appropriate for export to Iraq under the conditions set out in UNSCR 986. 
Once a contract was approved by the Committee and the goods shipped 
under the Oil-for-Food Program, the UN's inspection agents, Lloyds 
Register (British) and later Cotecna (Swiss), were responsible for 
authenticating the arrival of these goods into Iraq. Separately, it was the 
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responsibility of member states to prevent sanctioned goods from entering 
Iraq. 

Mr. Chairman, I offer these examples to illustrate exactly where 
responsibility lay. There were, in hindsight, substantial problems related to 
all of these areas of responsibility. Some member states did not take their 
international obligations seriously and either directly or indirectly facilitated 
Saddam's sanctions-busting activities. The 661 Committee was mired in a 
political debate with regard to Iraq that often impeded it from taking action 
against violators of the embargo. And as the recent Volcker Independent 
Inquiry Committee Interim Report indicates, there are serious charges that 
UN Secretariat officials may have allowed Saddam to further undermine the 
system. 

I stated earlier that the United States made every effort to address violations 
within the 661 Committee, even though we were often impeded by other 
Committee members. 

Violations with respect to the Oil-for-Food Program manifested themselves 
in two key areas: manipulation of oil pricing, and kickbacks on Oil-for-Food 
Program humanitarian contracts. 

In late 2000, UN Oil Overseers reported that Iraqis were attempting to 
impose excessive price premiums on oil exports. The 661 Committee, led 
by the United States and United Kingdom, agreed to a statement on 
December 15, 2000, making clear that additional fees above the selling price 
approved by the 66 1 Committee were not acceptable. 
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Despite circulation of this message to all companies approved to lift Iraqi 
oil, evidence of the illicit surcharges continued through the spring of 2001. 
The United States, working in close coordination with the British delegation 
in New York, raised the issue of excessive oil price premiums in a series of 
more than 40 formal and informal 66 1 Committee and Security Council 
meetings during that period. 

After months of stalemate within the Committee, the U.S. and British 
experts made creative use of the consensus rule governing decisions in the 
661 Committee, by withholding support until the end of each month on oil 
pricing proposals submitted at the beginning of each month by SOMO, the 
Iraqi State Oil Marketing Organization. This retroactive price analysis gave 
the U.S. and British experts the opportunity to compare oil prices sought by 
SOMO to the actual market price of similar crude oils to determine if 
SOMO’s prices reflected “fair market value” - a requirement under 
Resolution 986 (1995). Beginning in October 2001, the United States and 
United Kingdom regularly employed the retroactive oil pricing mechanism 
to evaluate SOMO’s suggested prices until the suspension of the Oil-for- 
Food Program in March 2003. 

The retroactive oil pricing we imposed had its intended effect: by the spring 
of 2002, the UN Oil Overseers reported that oil price variations from market 
levels had been reduced from as much as 50 cents per barrel to an accepted 
industry variation of 3 to 5 cents per barrel. 

Separately, allegations of kickbacks related to Oil-for-Food Program 
humanitarian contracts began to surface in late 2000. U.S. and British 
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experts raised this issue with 661 Committee experts and UN Office of the 
Iraq Program representatives in late 2000 and early 2001 and formally 
submitted proposals to address this issue during a 661 Committee meeting in 
March 2001. However, no documentary evidence was available at the time 
to support these allegations. Consequently, our proposals received no 
support. Committee members claimed that absent evidence indicating that 
such kickbacks existed, no action could be taken. 

Important measures taken to address this issue occurred following the fall of 
the Saddam’s regime, when the United States, through the Coalition 
Provisional Authority (CPA), was informed of the kickback scheme by Iraqi 
ministry representatives in Baghdad. With the fall of the Hussein regime in 
the spring of 2003, and with the subsequent authorities granted under UNSC 
Resolution 1483 (2003), CPA officials, in coordination with UN officials 
and the Iraqis, took steps to eliminate surcharges in remaining Oil-for-Food 
contracts. 

In addition to efforts to eliminate or counter surcharges and kickbacks, the 
United States also took initiatives to provide members of the 661 Committee 
and the Security Council information and evidence of violations by the 
Saddam regime through various briefings. The United States briefed 
Security Council members in 2000 on the various ways the Saddam regime 
was diverting funds to benefit Iraq’s elite, including through the use of 
diverted funds to build and furnish Saddam’s palaces. The U.S. again 
briefed Security Council ambassadors in the spring of 2002 on Saddam 
Hussein’s non-compliance with UN Security Council resolutions, and 
Saddam’s attempts to procure WMD-related materials. 
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In March 2002 a U.S. interagency team briefed the 661 Committee on the 
former regime’s diversion of trucks. U.S. Commanders of the Multinational 
Maritime Interception Force (MIF) in the Gulf also briefed the Committee 
each year starting in 1996 on the MIF’s activities in combating the illegal 
smuggling of Iraqi crude oil. 


Mr. Chairman, I know that an issue of concern to the committee is what our 
relationships were with Jordan and Turkey with respect to imports of oil 
from Iraq during the Oil for Food period and why we felt the need to treat 
these nations differently. Beginning in 1991 and extending through 2003, 
the annual Foreign Operations Appropriations Acts contained restrictions on 
U.S. assistance to any country “not in compliance with the UNSC sanctions 
against Iraq.” The 2002 FOAA, as carried forward in the 2002 
Supplemental, for example, contained such language in section 531. The 
restrictions under section 53 1 and its predecessors could be waived if the 
President determined and certified to the Congress that providing assistance 
was in the national interest. 


In the case of Jordan, as we explained to then-Senate Foreign Relations 
Committee Chairman Biden in a letter dated October 2, 2002, the restriction 
had been waived each year since its enactment in 1991 by three successive 
Administrations. 


Jordan was and remains a critical partner with the U.S. in bringing stability 
and a lasting peace to the Middle East. By ensuring that Jordan was not 
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strangled by a lack of a critical resource, the Jordanian Government was able 
to pursue policies of critical importance to U.S. national security in the 
region. The Jordanians made clear to us that their trade would not aid 
Saddam’s weapons programs. We understood they were sending 
manufactured products to Iraq in exchange for oil. The U.S. determination 
and certification were solely in recognition of Jordan’s lack of economically 
viable options. The UN Sanctions Committee, with USG support, “took 
note of’ Jordan’s imports of Iraqi oil and its lack of economic alternatives. 


As we explained in the October 2, 2002 letter, similar consideration was 
given to Turkey, a close ally of the United States, a NATO partner and host 
of Operation Northern Watch. Turkey cooperated closely with U.S. 
nonproliferation efforts against Saddam Hussein's regime. Our approach 
was to encourage Turkey to bring its trade with Iraq into conformity with 
UN Security Council resolutions. 


Turkey claims that its cumulative losses from the Gulf War and ensuing UN 
sanctions against Iraq amount to about $35 billion, and throughout the 1990s 
pushed for ways to expand its trade with Iraq. From 1991 to the start of 
Operation Iraqi Freedom, the United States worked with Turkey to 
discourage trade outside of the UN sanctions regime. For instance, the 
United States did not support a Turkish request for relief from sanctions 
under Article 50 of the UN charter. In addition, the United States sought to 
ensure that UN Security Council Resolutions did not legitimize trade with 
Iraq outside the OFF Program, 
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Throughout the 1990s and in the run up to Operation Iraqi Freedom, the 
United States consistently sought to stem the increase of illicit trade between 
Iraq and Turkey. For example, the United States strongly objected to 
Turkey-Iraq Joint Economic Commission meetings, opposed the opening of 
a second border crossing between Turkey and Iraq, and protested vigorously 
when the Turkish Trade Minister led a large delegation of business 
executives to Baghdad in late 2002. Throughout this period, we continued 
to press Turkey to regularize its trade with Iraq within the OFF Program. 


Additionally, trade across the Iraq-Turkey border provided an economic 
outlet for Iraqi Kurds who were under constant threat from Saddam’s regime 
and who shared our goal of opposing Saddam and are an important part of 
the new Iraq. 


Based on our close and continuing cooperation with these governments, we 
determined that it was in our national interest to request a waiver on 
prohibitions of assistance. 

The last issue that I would like to address is that of accusations of 
impropriety, mismanagement or abuse by UN personnel, contractors or 
agencies. 

The recently released UN Office of Internal Oversight Services (OIOS) 
audits and the Independent Inquiry Committee's Interim Report paint a very 
disappointing and disturbing picture regarding this issue and we remain 
deeply concerned. 
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The lack of transparency on the part of the UN with regard to the OIOS 
audits has long been of particular concern. The United States Mission to the 
United Nations has continually sought access to the OIOS audit reports. 
These were initially denied, as access was deemed to be outside of General 
Assembly rules. Our staff worked tirelessly since this past summer to get 
these particular Oil-for-Food audits released, but both the UN Secretariat 
and the Volcker Committee declined. 

Therefore, last fall, the United States put forward language for inclusion in a 
General Assembly resolution requiring that the UN make all OIOS audits 
available to UN member states upon their request. The General Assembly 
adopted this U.S. initiative during the evening of December 23. Within an 
hour, the United States formally requested copies of the OIOS audits 
covering the Oil-for-Food program. Two weeks later, the audits were made 
public. 

Mr. Chairman, I convey this information to you because we at the United 
States Mission to the United Nations take our responsibility to make the UN 
a more transparent body very seriously and we intend to continue this 
initiative, in order to ensure adequate follow-up of auditors' 
recommendations. 

The Oil-for-Food Program was a unique endeavor -- a humanitarian program 
on a scale that we never imagined for which there was no precedent. 
Although it provided essential sustenance to the Iraqi people, it was also 
manipulated by Saddam Hussein and his cronies to undermine the sanctions 
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regime and to further their nefarious political and personal agenda. Recent 
revelations have exposed problems in the UN’s oversight of the Program. 

Mr. Chairman, as we go forward, we will take the lessons that we have 
learned through the Oil-for-Food experience and apply them to future UN 
endeavors. We will continue to work to improve the UN's management 
capacity. We have a reform agenda in front of us now. The audit reports 
will also serve as another toot to improve our ability to monitor and correct 
problems at the UN. 

Mr. Chairman, thank you for this opportunity to appear before this 
Committee. I now stand ready to answer whatever questions you and your 
fellow Committee members may wish to pose. 
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Iraqi Memo Describing The Bribe of a U.N. Oil Inspector 


TransactiOBs with the French Company IBEX ENERGY during the Phases of 
Memorandum of Understanding 

1 - Dealing with the company started in phase (5) of the M«norandum of 

Understanding where the company submitted a request to buy the Iraqi crude oil 
to Taha Yasin Ramadan, who referred the request to the Ministry of Oil for action 
and advice. The Oil Marketing Company explained that they were not aware of 
the company, and suggested not to give it any allocation since the company's 
stance is unknown. Nonetheless. Taha Yasin Ramadan allocataJ (I, 8) million 
barrels to the company during phase (5), and a contract was signed with the 
company on 01/27/1999 for the mentioned quantity, which was aK>roved by the 
former minister of oil on 01/31/1999. 

2- The company continued to get oil allocations in the statements of the following 
phases up to phase (13) (the last) as follows: 


Allocated Quantities 


Fuiniied Qnantities 
(Million barren 


3- (10) 

4- (11) 

5- (12) 

6- (13) 


i.996 

2,376 

3,010 

1.635 

Not Fulfilled 
1,725 


3- Doing business with the French Company as explained above is normal and similar to 
the way business was done with many comparable companies who were able to obtain oil 
allocations during the phases of the Memorandum of Understanding. But what did not 
scan nonnal in dealing with this company is the fact U was the <»Iy company able to 
poietnte the tight control of the oil supervisors at the port of transport, and then tamper 
with the loaded quantities by bribing one of the employees of the Dutch Company 
Saybolt, whom the United N^ons assigned to supervise the iranq>oit of Iraqi crude oil. 


Our infonn^on indicates that this French company has been twice able to load quantities 
that exceeded the ones mentioned in the contract, whose totals were calculated over two 
phases. The first phase consisted of paying the value of the ori^nal contractual quantity 
through the mechanism of the United Nations, while the second phase consisted of 
calculating the sum of additional quantities of the contract, which were paid to the former 
regime in a special account in France Bank, Beirut, after those, who secured this 
tampering, received their shares of bribe according to an agreement previously arranged 
with each one of them. 

The »iditional quantity, which was not included in the original calculations of contract, 
reached 500 thousand barrels for an ^proximate total of $9,000,000 (nine million 
dollan). 20% of this t<^ was paid on behalf of tire French coospany that executed this 
operation, and 80% to the former regime in the abovo'mentioned account Our 
i^onnation indicates that the bribe of the person, who works for SayboU Dutch Company 
for forging the documorts, readied S105,(^. 

The forgery process took place by order of the president of formw regime and was 
executed by several leader officids. 

4- Our information also indicates that the French company continued to receive oil 
quantities within the allocations of subsequent phases luitil phase (13). However, the 
company authorized another Jordanian company (JOGRAIN) to receive its allocations on 
its behalf as of phase (11). 


EXHIBIT #6 










223 





ei^lj u_i iialS i jS jj (jJ] (-jiiall (JL^I ^j^-*'^J 0^**'W lt^} ^UJi JaiiJt 

Cuk jJi^j J^ {J^ -iaiiJl tlu^ "iS j 

j <3o <a.j ^ lilli 1^ ^ J® J {_>tfsaA,i<aij3l 

jSIaj}) Aiitinali^ili aW^^aH ^jjA^ ^ 

^ WtJ^ Jaiill (“lUo-^ j^jlt j ajjSi*]t AJ.4&3U \ 

.n^*\/^/r^ 

Ajlxij Alrv'^i tJj ■-<»««■ ^1 ^ -Y 

~; _>^ Ajl^i 


OAiUi 

(<J*<J< (l5jl«) 

Aiiirtiirti i>it^ 

Aj^ J 4 JI (Jii.m1w3 


^A 

^ ■ ,. J 4. \1 _ ^ 

Y.rvi 

Y,e 

aamIo!) .Y 

r^o. 

A 

i ^Ui! .r 

^Yro 

Y 

^>uc- . i 


Y 

A i\l*»\l _ 0 

\,VYo 

V 

-Y 


^ (J^buU I^jLumj Uauili ^Lalju jJk a^Lc! 4j.ir>^\ (JaIxIB .T 

<j!^ v^Ax^jirfirU (JjAiOail SJjLm »Jlj:ic. 

{j^ i,*ri^.o‘l %1 ^ jSl 0,^^ >* ^ ^ cUUiil J-«S?l 

^ ij^J (.^ tjj>^«ia)l A Ajli^\ ^1 j^i^\ 

A «\^.Aii (^,Ua J,* X:vl (JII^Lx AnUv4ill C!j\j...a^^ 


Y- > 




224 


CjU-^Sj Jj-aAjJi CjtUai«t ilA J UjU jk.4 jA*^ 

>*3^ . 0^^ >* U^ 4*^ V^.L*uakt iSj^ (J^^J <^ CjU-^SJI 

^\ .l O-v U i.lAY'u'i ^ISll 4iah^>«ll . ^ iS^ Cy* 4 ^-«<!l .'1i 

■<] Ljiuta^ ^^L^\ ^ikiji ^ Cuiij yJiB j Aitii ^Jic. ^Ujayi cjU^i 
^ (.^ t^\5\4 ijj^5 ^lj.nii yi Aaj Cj JJAJ Lw>ijl_^ 

. <«_* .14^11 ^UGV^ 

4 Ajij V_jli O « • ,*1 tt \1 t** J J ...fv^l ^ A- A* ^ ^*\\ 1 4 t4l . 4 » t^iili 

%A • J lIa^U MomujaII ^iLiMal l^j** ^ __jVjJ Ojy^ 

(3'4>u .^U 0^^^ LjjLo^^Lca _jA^j i.::^i ^UaJi ^ cPl 

. jVjJ •— iil ^ • ® ■-'* <• ^ \?‘<.-^H • J^J_? 4^\‘l\ L**!^ jljl 

(3-« lA. u inj Cj-«j «j.A ^^jjjiil ^jjj 


wb.«£ ^ U^i UjL* jlaw JAwlJj . £ 

^ <.lulS l^i V) ( ^iaij^ll ^UlI Airk^l 

^UJJ aI^ ^ "UijQjl Aj\^ ^iiiM»lj (JOGRAIN) !jj 

.J^ 




225 



5039064 2/10/2:45 





226 


c--/ s 




t 



(^ 'i J 'A* j i . '« >^>*- J^vV) 

(•te. jj Jilt 

t...M/A 


^ijftA jaI) iill^ 

**-*c 3j i ‘*1 /^ 

^ Viil .■»'>!> tjiUj _>J (ARMANDO CARLOS) 

^ L. e.Lii 6 J j jJt » i* CjU^ '^ ’ * * I'^l ^ jiU-aS F — o • £ i "M 

« 1.^ ^ j'^j'^ CA-»*fL»j •— iS ^ * *^'' 

(jii ^1^1 jr' j^! Caf-* <J ,M - “* ‘ jaJIj j_j>jj 

* Aj*j»^AS5 ^•>■4 


^UT' 
Hat jjjj 
Y. . T/r/ C3 


/ 

^ 1/f “'•» 

■Si2J<r~ 


Lh" ' 


< I' V' 

j-t* J I / ' ^ # 

« ..^ <f— • y^*ji^ \ t* -- />* .jj »-. J >/» i/> . » 


-W <u>r\ ^ 

ttULi) >^11^,;;-^- 


YfVC'j;/'< 
>w£yl Cw^\ 


-s'-^L*' 





227 





















228 



5039064 2/10/2:45 



229 



e^v/a/N-^ 

V_ M«».. |a.o Nm/o«. «.~\/»,/«.V 



- ,'TVf 


I r*" i ^\L^ ^ -r ..ji.wV f*NJj V ■— »j> ^ 

, -.-^PTSs^ c^r-^ «■ ’ 5'*^ ' '^ '^•^ ' - ^ . 

' f '- -' i.V»S V’N^j'‘'w'j!-U V, c. 


/«— V.1 —li^ ^ I o-ia XT 



230 




231 



'*! TITULAR TntiWitt 

(:S Apt*Ma)7S«nume#«3in 

COSTA OLIVEIRA 

(3) Nonw^s) piipiieOySMn wnwtsyPn^oirts^ 

AfWANDO CARLOS 

[4} NaooraridaOR.'MiionalHiff 
Nalaniioo 

fORIMuai 

(S) Ml do OK^ii^nk^^ do nolt- 

SsRa H 1 
sot 

S?I« 

(7) local dt niscltTcnio/naes al bi(Oi7Utu do t<*it$tPC9 

III sEiisnit II KiiEiii ' Limi 


(6) DiiU de etn.ssdo'O^ a! ssus^Dau M 

'*“™' 04.07.2000 


(9) ViTdg uiOate ol ffbCinttSl 

04.07.2010 




juM^ 



«iiinau>a do di KtiaiM 


tia BAMfo de kteoWadeftiJenlil* Mt«lCar» <i'i(l*n«« 

5327043 de 27.06.1995 LISBOA 


(19 Euado cwiHCiW cIi^s/Eim ci<i! 

CASADO 


'sfifmiwr® 


Permanent Subcommittee on Investigations 

EXHIBIT #10 


S033166 








tfa k L" 2lraU <^mdi4Lr)- '2cjcz. 


233 


Permanent Subcommittee on Investigations 
Document received with handwritten notations 
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FAX MESSAGE 


Saybait 

h nn uussiAiKSES cuinuir 


SAYIOLT l»ORTUOAl. 


MsrwTr/ePam: 


Faxnurrtbsr 

To 

Attn 

Sub|«ct 


0031 104601299 
SAYBOLT NEDERIAND 
ANNEKESTRUJS 
18 ^ 12-02 

MR. ARMANCX> OUVEIRA 


Nf. Qfpags& 


3 CncfucSng this page) 



@ 2 ) 

L. 


Anneke, 

Attached am photocopies of Mr. Oliveira's passport with arrival/departure stamps. 
Pis. let me know if you need further docs. 


FLO.'" 



Best regards 
SAYBOLT PORTUGAL 
Paula Martins 


if you are our serviofta do tod Others. V you aivdKSTsabtfied, please do tel us: 

h^ MwiM. savtaol.ccn tfgof npteirtf.naf/ 

Aa oix acIivtUea ads carried mit under our general end condidont and in accordance M'lh our code of praclioe. 
The genwal conditiarui can be consulted «( httP /*%ww.Saybolt oo m/ , and will be sent upon reqpjeat free of charge. 

The information in ihis message I’s confidential and may be tegally pfivifeged. R is intended BOtely for the ad*essee<s). 
Access lo this me&saga by wryone else is un authorised. If you are not the intended reciptcmt, any discfosun;. copying, 
distftoution or any ac&JO t^en or omitted to bo UWcen In reliance on it, I* prohibited and may be unlawful. 

All rasuRs and data contained in this document are sublect to our general tewr^s and condttions and are valid only when 
suDoorted bv an onuinai doctimant. 
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SAYBOLT INTERNATIONAL B.V. 

P.o.box 151 
3000 AD Rotterdam 
The Netherlands 

TELEFAX 



Saybalt 

A nnt UBDHAISitilS tHKfAKI 


Fax number recipient 

+I 212 7721794 

To 

Permanent Mission of Iraq to the UN, New York 

Attention 

Mr. Mowafak M. Ayoub, Counsellor 

Sender 

Anneke Struijs 

Phone 

+3110 4609218 

Fax 

+3110 4601299 

Our reference 

AST 

Date 

10.07.00 

Re 

Visa support 

Total no. of pages 

1 


Dear Mr. Ayoub, 

Messrs. P. Groen and A. Costa Oliveira from Saybolt International BV will be 
replacing Messrs. T. Pikk and Murikkoli for their vacation as from 20 July 2000. 

We would be grateful if a visa could be available at the Iraqi Embassy in Amman. 

We take this opportunity to thank you for ©ving this matter your attention. 


Yours faithfully, 
Anneke Struijs 
Secretary to Peter B * 


Name 


First name(s) 


Nationality 


Date of birth 


Passport number 


Place of issue 


Expiry date 


Arrival Amman 


■S o| 



Costa Oliveira 


Armando Carlos 


Portugese 

k 

03.10.1958 

1 

F-504464 

r 

04.07.2000 

\ 

04.07.2010 


22.07,00 


All our activities . - . ..rieci out under our general terms and conditions 

and in accordance with our code of practice. 


The information in this message is confidential and maybe legally 
privileged. It is intended solely for the addressee (s) .Access to this 
message by anyone else is unauthorised. If you are not the intended 
recipient, any disclosure , copying, distribution or any action taken or 
omitted to be taken in reliance on it. is prohibited and may be 
unlawful .All results and datacontained in this document are subject to our 
general terms and conditions and ate valid only when supported by an 
original document. 
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'SAYBOLT (PORTUSAL), LOA" csaybott _portUQal@ip.pt> on 11-07-2000 
14;3g;44 


Please respond to "SAVfiOLT (PORTUGM.), LCA’' <saybolt_portugal@ip.pt> 

To; Anneke Struijs@Saybolt 
cc; 

Subject PASSPORT DETAILS 


SURNAMES: 

FIRST NAMES : 
NATIONALITY: 
PLACE OF BIRTH: 
DATS OF BIRTH: 
CIVIL STATUS: 
RESIDENCE: 
PASSPORT NO. : 
DATE OF ISSUE: 
EXPIRY DATS: 


Costa Oliveira 
Armando Carloa 
Portuguese 

S. Sebastiao da Pedreira - Lisboa 
03-10-1958 
Married 

Mina - Ajrvadora 
F-504464 
04-07-2000 
04-07-2010 


Best regards 
Orlando Garcia 
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SAYBOLT INTERNATIONAL B.V. 

P.o.box 1 5 1 
3000 AD Rotterdam 
The Netherlands 

TELEFAX 



Saybalt 

X ccnf uiiKAtoiits nurur 


Fax number recipient 

+1 212 7721794 

To 

Permanent Mission of Iraq to the UN, New York 

Attention 

Mr. Mowafak M. Ayoub, Counsellor 

Sender 

Anneke Struijs 

Phone 

+3110 4609218 

Fax 

+3110 4601299 

Our reference 

AST 

Dale 

10.07.00 

Re 

Visa support 

Total no. of pages 

1 


Dear Mr. Ayoub, 

Messrs. P. Groen and A. Costa Oliveira from Saybolt International BV will be 
replacing Messrs. T. Pikk and Murikkoli for their vacation as from 20 July 2000, 

We would be grateful if a visa could be available at the Iraqi Embassy in Amman. 


We take this opportunity to thank you for giving this matter your attention. 


Yours faithfully, 
Anneke Struijs 
Secretary to Peter Boks 


f 


r 

p 

E 


rtied oojt under out general terms Sn3 conditions 
and in accordance jr code of practice. 

The information in this message is confidential and maybe legally 
privileged. It is intended solely for the addressee!*) .Access to this 
message by anyone else is unauthorised. If you are not the intended 
recipient, any disclosure , copying, distribution or any action taken or 
omitted to be taken in reliance on it, is prohibited and may be 
unlawful. All results and datacontained in this document are subject to our 
general terms and conditions and are valid wily when supported by an 
original document. 


Costa Oliveira 
Armando Carlos 

Portugese 

03.10.1958 
F-504464 
04 07.2000 
04.07.2010 
22.07.00 


Name 


First name(s) 


Nationality 


Date of birth 


Passport number 
Place of issue 


Expiry date 


Arrival Amman 


Sir our activitie 
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Iraq Oil Inspection Contract 
for The United Nations 

RULES OF CONDUCT FOR STAFF ENGAGED IN CONTRACT 

Toe nature of this coniraci calls for csnain rules of etiquene and conduct to be —aatalned a; 
a": tunes fay al! personnel at the various points of operation when both or, or OS' duty 

Saybolt Eastern Hemisphere BV has been engaged by the United Nations to Inspect and 
.,\r.a!yse oil shipments exported from Iraq. 

Being die iirst contract for the shipment of oil from Iraq to be sold under the auspices of the 
United Nations, it will no doubt attract much anention, pa-nituiariy from wn.-id -ledia 
sotuoes. It is therefore more important than ever that you work and behave correctiy, remair. 
polite and considerate as well as act with diplomacy, stnsitiv,?. and decorum a; a'; times 
during the period of die contract. 

Whilst in L-aq you will be representing not only the Saybolt Group but also the United Nations 
and in turn your own country. Therefore you w-ill be expected to act and abide by the iaws and 
customs of the councy. to act in moderation and above all 
show respect to the local population at all times. 

Tne terms of the contract require Saybolt to produce accurate measurement of the quantity of 
oil shipped and e.xact analysis of the quality of each and every consignment. 

Tne following rules of conduct have been set out for the benefit of everyone concerned and you 
are required to act in acctxdance w'iih them. They may be updated from time to time. Please 
read the.m caiefiilly and complete and sign one copy; Keep the ofrier copy with you during 
your stay in Ir aq. 

1. During working hours only the Saybolt approved and supplied overalls, cap. safety 
bebnet and safety gloves are to be worn with black socks, blue tie and uniform. 
Safety shoes inusi be made of leather and be black in colour. 

Tee shirts, trainers or similar clothing or footwear axe strictly forbidden to be worn. 

Code of Conduct ' ^ ^ . i,'3_ 

I Permanent Subcommittee on lnvf-sllpafi«iit 

EXHIBIT #11 
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Clothing and shoes must be clean and in good condition at all times. 


SAYBOLi 


2. At all times whether on or oflF duty your hair is to be kept short and neatly combed and 
your face must remain clean shaven. 

3. When offduty, the clothing you wear should be kept respectable, such as short sleeve 
white shirts, socks, trousers or shorts. Shoes must be made of leather. 

At no time will printed or coloured tee shirts, vests, trainers or clothing and footwear 
be worn or tolerated. 

4. At all times you will respect the local and state laws that are in force as well as the 
customs of the country. 

5. Contact with the press or other media is not permitted. 

6. If approached by the press or other media, you are to make no comment whatsoever, 
simply and politely refer them to your manager/Rotterdain 

7. At no time are you to discuss local politics or international politics or religion with 
anyone, you will maintain a neutral posititm on all of these subjects throughout the 
period of your stay. 

S . The possession, handling, selling or taking of drugs is strictly forbidden at all times and 

is the subject of instant dismissal from the Company. 

9. Alcohol may be consumed during off duty periods in strict moderation and only when 
the local laws permit. Alcohol abuse and/or drunkenness is strictly forbidden at all 
times. 

1 0. Immoral liaison with a local or any other person is strictly forbidden and the subject of 
instant dismissal from the Company. 

11. You will not become tavolved in any arguments or disputes with the local community, 
your fellow colleagues, or any other person(s). 

CoOe of Conduct ' ' ' - 2/3- 


TOO! 
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!-. .^Uiy suspicious approach by a person or persons should be notified SAYBOLT 

immediately to your manager, •'Ronerdam. 

i ? . .'\ny approach by local staff or any other person(s) to alter a measurement or analy'sis 

figure is to be uninediately reported to your manager/Rctterdam. 

14- During the period of this contract you may be required to operate from a country other 

than Iraq. Kindly note that these Rules of Conduct arc applicable in ali countries you 
may visit as weU as when you are travelling by sea, air or any other means of transport. 

I have read and understood the above Rules of Conduct and will act and abide by them 

accord ingiy. 



Print Name. 
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Annex 11 

GENER.AL RELEASE FROM LLABILITV^ ON ACCOUNT OF 
USE OF UN-PROVIDED TR^NNSPORT 

i, the undersigned, hereby recognize that all my travel on the UN-pro'.tded 
transpon, pursuant to Contract PTD/CON/ /96 between the United Nations and 
Saybolt Eastern Hemisphere BV, is solely for my own convenience and benefit 
for purposes of work related duties or for emergency medical reasons, and may 
take place in areas or under conditions of special risk. In consideration of being 
permitted to travel on such means of iranspon, ! hereby: 

a! .^sume all risks and liabilities during such travel, 


b) Recognize that neither the United Nations nor any of its omcials. 
employees or agents are liable for any loss, damage, injury or death that may be 
sustained by me during such travel, 

c) Agree, for myself as well as for my dependents, heirs and estate, to hold 
harmless the United Nations and all its officials, employees and agents from any 
claim or action on account of any such loss, damage, injury or death: 

dl Agree, for myself as well as for my dependents, heirs and estate, titat, in 
the event that the United Nations has insurance to cover personal injury or death, 
the liability of the United Nations shall be limited and shall not exceed: the 
amounts of such insurance coverage; or in the case of loss, damage, injury or 
death during carriage by air, the limitauons on the amounts recoverable by 
passengers under the provisions of the Warsaw Convention. 


e) Further agree, for myself as well as for my dependents, heirs and estate, 
that we shall look first to any insurance taken out by myself or provided by my 
employer or the earner covering such loss damage, injury or death, and that 
compensation shall be pa.vable by the United Nations oniv to the extent that the 
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SAYBOLT EASTERN HEMISPHERE BV 


in;c:-5n22r; in55?;:o:s 
C-j£';:y Se-'.-rcs' 



SAYBOLT 


Annex III 

GENERAL RELEASE FROM LLABILIT\ ON ACCOUNT OF ■ i 

PROVISION BY UN OF EMERGENCY MEDICAL CARE i ' 

i , 

L ihe undersientd, hereby recognize that all emergency medical care provided lo ' ' 

me ai UN medical facilities, pursuant to contract PTD/CON/ /96 between the ' ' 

United Nations and Saybolt Eastern Hemisphere BV, is solely for my own ; I 

convenience and benefit for purposes of work-related duties or for emergency ; 

medical reasons, and may take place in areas or under conditions of special risk- ■ : 

In consideration of receiving such medical ca'‘e, I hereby I i 

a.i .Nssume all nsks and liabilities in connection with the provisions of such ; i 
medical care; 

b) Recognize that neither the Ur.ued Nations nor any of its ofBciaJs, i ' 

employees or agents are bablc for any loss, damage, injury or death that may be | j 
sustained by me during the provision of such medical care; i j 

c) Agree, for myself as well as for my dependents, heirs and estate, to hold i 1 

harmiessthe United Nations and ail its oScials, employees and agents from any i i 
claim or action on account of any such loss, damage, injury’ or death, j i 

c) Agree, for myself as well as for my dependents, heirs and estate, that, in | j 
the event that the United Nations has insurance to cover personal injury or death. | 1 

the liability of the United Nations shall be limited and shall not exceed the j i 

amounts of such insurance coverage. ' ' 

e) Further agree, for myself as well as for my dependents, heirs and estate, i ; 
that we shall look first to any insurance taken out by myself or provided by my \ \ 

employer covering such loss damage, injury or death, and that compensation shall i i 

be payable by the United Nations only to the extent that the limits provided under '■ 
paragraph "(d)" above, exceed the amounts recovered from such insurance. i 





Fc!s: awress J Tei {0i0i!460 99 n Ail oiir act»vdiss are esr^ed Out unaer Ihe terms lodaed 

rO Sox io' Telex2l5 Q. £UDe AroRCiisse.'TienisrecntDart; (Ccuni^' Courl] tn Rettsfdam 

30QO AD RctiS-oarTi r5)r IDIO) 435 35 00 Trade Recisse' roSer^fti No 234 Oil 

TfVe Ke;-,c':S'^C5 
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• SAYBOLT (PORTUGAL), LDA“ <»aybott_portuaal®lp.pt> on 11 -07 -2000 
17;M:13 


Please respond to "SAYBOLT (PORTUGAL). LDA" <sayboK j>ortuga{@fp pl> 

To; Peter Boks@Saybolt 

cc‘ Anneke Struijs@Saybo!t 

Subject: 


New tax law in Portugal since Ist January ol 6.5% on subsistar^ce allowance 
with direct reflect on the payment due to the inspectors involved in the Iraq program. 
Because of this we should increase the monthly fee to USS 6,600. This fee is to be 
applied to all inspectors, i. e., Mx. Ricardo Cotrixn, Kr. Pedro Goncalves and Mr. 

Armando Oliveira. 

Vfe advise that we have adraited in Saybolt Portugal Mr. Armando Oliveira on a term contract 

Best regards 

SAYBOLT PORTUGAL 
Jorge V. Gongalves 


All our activities are carried out under 
our general terms and conditions and in 
accordance with our code of practice. 

The inforaacion in this message is 
coTifidentiai and may be legally 
privileged. It is intended solely for 
the addressee (3) .Acess to this message 
by anyone else is unauthorised. If you 
are not the intended recipient, any 
disclosure, copying, distribution or any 
action taken ot omitted to be taken 
in reliance on it, is prohibited and may 
be unlawful. All results and data 
contained in this document are subject 
to oux general terms and conditions and 
are valid only when supported by an 
original document. 

iH • attl.hlm 
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Anneke Struijs 
20 - 06-2000 14:42 

To; "SAYBCH-T (PORTUGAL), LDA' <sayboH__portu9al@ip.^> 

cc- P^er Boks@Saybc^t. NBOOCigCCMAfL 

Stibiect; Armando Oliveira ^ 

Dear Mr. Goncalves, 

We wili apply for ihe approval of Mr. Oliveira by the UN today. 

Mr. Oliveira is scheduled to arrive Amman on 23fd July. Arrival in the Netherlands to be on 
Thursday 20 July tale afternoon, 

I have made a fx'ovisional booking Amsteidam - Amman, departure 22nd July. Arrival 23 July at 
00.50. 

The return flight from Amman will be on 20 September arnvinQ at 12.50. There are two flights 
back to Portugal, 

13.45 and 18.35. Please also make a provisional booking from Lisbon to Amsterdam on 20 July 
aixf return to Lisbon on 20 September. If possible ticket should be flexible. 

Attaii^ed please find the draft contract as per your request 

. Conexamp.doc 

Regards 

Anneke 

"SAYBOLT (PORTUGAL), LDA" <sayboH_portugal@ip.pt> on 20-06-2000 09:51 ;51 



'•SAYBOLT (PORTUGAL). LDA"<eayfaott portugaieip.pt> on 20-06-2000 
OO.S1;5t 


Please respond to "SAYBOLT (PORTUGAL), LDA“ <saybolt,^ftugai@ip pt> 

To- Anneke Stroijs@SayboJt. Peter 8oks@SayPoft. SAYBOLT NB0BC@CCMAIL 
cc: 

Subject: 


Atcention: Peter Boks 

Richard Barnes 
Anneke Strui^s 


Attached the CV of Mr. Armando Oliveira. 

I call your attention that this professional is conung from the competicron and he 
will he available as of Ist juiy. Please make urgent arrageicenfca for hra iiwnediate 
start in the programme. 
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"ArmarKlo Oliveira" <Afmando.Oy>^ra-188@tcHx.pt> on 19«)3/2002 


To: 'Vladimir Polyakov" <VEGA@fartep.net>, Teddy Aquino" <teddyaquino@yahoo.com>. 

NB08@Saybolt. N603C AT SAYNLRDM^CCMAIU Richard 6ame^Sayt>olt, Richard 
Bames^Saybok, Peter Boka/S8ybolt/NL@Saybott. "Oleg Kokorovets" <&okotos@{arlep.net>, 
N813@Saybolt. NB08@5aybolt, NBOS^Saybott NBQ3@8aybolt, Marion Steenbergen^Sayboit, 
^linus Jan&en@SayboK, Koenraad Sluimer^Saybott, Graham Bf8tUSaybolt^L@5aybo!t, "0 
Batson” <cbatsan@emvates.net.ae>. Anneke S^i)S@Sa^olt 


Subject: Greattings to Everyone 


Dear Colleaguea 

Sorry for the delay, but this ^ail is to TANK YOU for the cooperation and 
profftflsionalism that all the people during almost two years worked with me at 
MAB and to ail the others that in other parts of tha Program OIL FOR FOOD were 
directly or indirectly involved on the work. 

If during this time I was unpolitied, over reacted or take wrcmg decisations 
about Gomething my htutbly apologise and all the actions were without second 
intentions or prejudice and taken on the best of my Knowledge. 

Once more TPJiK YOU. 

Kindly Regards to all 

Armando oliveira 

Lisbon 13-03-2002 13:OOLT 

- att1.htm 
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From; NB09C AT SAYNLRDM@CCMAiL on 06/05/2001 12:57 AM 

To: "ems:intemet (Abraham MalhaiJ (m3tha»@w,wg1" AT MCIMA1L@TFS@SAYNLRDM@CCMAIL, 

“ems;internel (Safit) {saiit@un.Ofar AT MaMAIL@TFS@SAYNLRDM@CCMAIL, Peter 
Boks/Saybolt/NL. Graham Brett/Saybolt/NL, "ems:intefnet (Taieb Ati) {say_tma@go.com.jo)" AT 
MC1MAIL@TFS@SAYNLRDM@CCMAH., NBOS, ••ems:1nternet {Adnan Alrriasarweh) 
{almasarweh@un.org)’ AT MCIMAIL@TFS@SAYNI.RDM@CCMA(L, *8ms:internet (Security 
Operations) (securityoperations@un.ofg)" AT MCIMAIL@TFS@SAYNLRDM@CCMA1L, 
"emsiinternet (Maysoon Wazir) (waztr@un.org]' AT MCIMAIL@TFS@SAYNLRDM@CCMAIL 


Subject: Saybolt UN Iraq - Wk. 19/20 - On Site Staff List. 


To UN Baghdad. Security 

Attn Mr. Abraham Mathal. 

Mr. Sajit 

Mr. Elsayed Ibrahim 
Mr. Adnan Almarsarweh 
Security Operations. 

Maysoon Wazir. 

cc Saybolt Rotterdam 

Attn Mr. Peter Boks 

Mr. Graham Brett 
cc saybolt MEKQ 

Attn Mr. Taieb Ali 

From Richard Barnes / Saybolt UN Teams. Baghdad, Iraq. 


Dear Sira, 

Please find revision of personnel list; Saybolt UN Monitors stationed 
at the following Iraq locations. 

Travel Dates; 

14/05. - Staff entering Iraq, crossing border. 

15/05 t 17/05 » Staff exiting Iraq, crossing border. 


Baghdad. 


Peter Groen Dutch (TL) 

Fuedore Aquino Filipino {Arrives 14/05) 

Lyndon Gambalan Filipino 

Francisco Castillo Filipino 

Vilu Kirt Estonian {Arrives 14/05) 

Heiki Uuemaa Estonian (Arrives 14/05) 


Reimo Vatsk 
Argo Jaanimagi 
Ilya Alkhazov 


Estonian {Departs 15/05) 
Estonian (Departs IS/OS) 
Russian (Departs 17/05) 


Mina A1 Bakr. 


Armando Oliveira Portugese (TL) 

Sergey Bouzdyk Russian 

Volodytnyr Polya)cov Russian (Departs 17/05) 
Valarie Poudov Russian 


S025491 
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Peter Popov 
Singson Danilo 


Gordan Schoeraan 
Zakho. 


Heinz Schumko 
Tovio Laanniets 
Romeo Notario 

Sergey Akulov 


Russian 

Filipino 


S. African (Arrives 14/OS) 


Dutch (TL) 

Estonian (Departs IS/OS) 
Filipino 

Russian (Arrives 14/05) 


(TL) Denotes location 'Team Leader' 


With thanks and kind regards, 

Richard Barnes / Saybolt UN Teams in Iraq. 


S025492 
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NB13C AT 

SAYNLRDM@CCMAiL 
05/13/2001 10:52 AM 


To; (^hamBreu 
a:; Peter Boks 

Subject: Re: 2198^1, DaBy Report Mif>a M Bakr 


From: Saybolt UN Team - Mina A1 Bakr 
Date: May 13,2001. 

Tiroe: 09; 45 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions: 


Clear 

Vessels alongside : 


: Loaded until Today 1,770,000 Bbls 
Loading rate 29,000 Bbls/h 

ETC 13/05/01 P.M. 

: Loaded until Today 353,500 Bbls 
Loading rate 16,000 Bbls/h 

ETC 15/05/01 A.M. 

: Waiting for the finishing of SWANSEA to start the 
loading. 


SWAN SEA 


BERGE BORG 


ESSEX 


Vessels at anchorage 


NIL 

Vessels expected: 


ASTRO BETA 

L'Can 

14/05 - Not confirmed by SOMO 

SKOPELOS 

L* Can 

15/05 - " 

FRONT COMMERCE 

L’Can 

16/05 - " " 

KRAKA 

L'Can 

18/05 - 

ROME 

L ' Can 

20/05 - 


Confirm receipt of following UN fax messages: 


Contr. # 

Purchaser 

Item 

Date Ship 

BNP No. Onty MB 

M/09/44“ 

GLENCORB AG 

C/Anim(4)n/05 

2,000 

M/09/101 

ALFA-ECO 

Contr. 

10/05 

2,000 

M/09/n8 

AMEASC INC. 

Contr. 

11/05 

2,000 

M/09/U9 

MACHINOIMPORT 

Contr. 

11/05 

2,000 


Monitors on Station 

Armando Oliveira 
Valeriy Poudov 
Petr Popov 
Danilo Singson 
Sergey Bouzdyk 

Kind regards 

Saybolt ON Team - Mina Al Bakr. 


S023843 



254 


NB13C AT 

SAYNIRDM@CCMA1L 
05/14/2001 11-.02AM 


To: Grah^BreU 
cc: Peter Boks 

Sublet: Re: 2203^1 , OaBy Report Mina Ai Bakr 


Frora: Saybolt UN Team - Mina Al Bakr 
Date: May 14,2001. 

Time; 10:00 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions: 


Clear 

Vessels alongside : 


: Finished Loading 13/05 11:25 rep. 30263 sent 
{Sailed on the 14/05 - 00:10) 

: Loaded until Today 1,192,900 Bbls 

Loading rate 37,000 Bbls/h 

ETC 15/05/01 A.M. 

CC»4MENCED DEBALLASTING 13/05/01 01:15 
COMPLETED DEBALLASTING 14/05/01 01:00 

: Loaded until Today 306,000 Bbls 

Loading rate 28,000 Bbls/h 

ETC 16/05/01 A.M. 


SWAN SEA 

BERGE BORG 


ESSEX 


Vessels at anchorage 


KRAKA : Arrived at Anchorage A. at 14-01:50 

Vessels expected: 


ASTRO BETA 

SKOPELOS 

FRONT COMMERCE 

ROME 

URAL 

FRONT CHAMPION 


L’Can 14/OS 
L’Can 15/05 
L’Can 16/05 
L'Can 20/05 
L'Can 22/05 
L'Can 23/05 


Not confirmed by SOMO 


Confirm receipt of following UN fax messages; 


Contr.U Purchaser Item Date Ship 


BNP No. Qnty MB 


Monitors on Station 

Armando Oliveira 
Valeriy Poudov 
Petr Popov 
Danilo Sing.son 
Sergey Bouzdyk 

Kind regards 

Saybolt UN Team - Mina Al Bakr. 


S023844 



255 


NB13CAT To: Gr^m Brett 

SAYNLRDM@CCMAiL cc: Peter Bote 

Street: Re: 22C^^1, Daity Report Mina Ai Bakr 
05/15/2001 10:08AM ^ 


From: Saybolt UN Team - Mina Al Bakr 
Date: May 15,2001. 

Time; 09:15 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditiorrs: 


Clear 

Vessels alongside : 


BERGE BORG 


Finished Loading 15-07:25 

At this moment we are is measurements 


ESSEX ; Loaded until Today 747,291 Bbis 

===== Loading rate 37,000 Bbls/h 

ETC 16/05/01 A.M. 


Vessels at anchorage 


KRAKA : Arrived at Anchorage B. at 14-01:50 

ASTRO BETA : Arrived at Anchorage A. at 14-10:00 


Vessels expected: 


SKOPELOS 

L’Can 15/05 

- Not 

Confirmed 

by SOMO 

FRONT COMMERCE 

L'Can 16/05 

- 

" 

ROME 

L'Can 20/05 

- 


" 

URAL 

L’Can 22/05 

- 

" 

" 

FRONT CHAMPION 

L’Can 23/05 

- 

•• 

" 

TBN 

Confirm receipt of 

L’Can 25/05 

following UN 

fax messages: 


Contr.S Purchaser 

Item 

Date 

Ship 

BNP No, 


Monitors on Station 

Armando Oliveira 
Valeriy Poudov 
Petr Popov 
Danilo Singson 
Sergey Bouzdyk 

Kind regards 

Saybolt UN Team - Mina Al Bakr. 


S023845 
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X. 


From: NBl 3C AT 5AYNLRDM@ICCMAIL on 05/1 5/2001 10:08 AM 

To: Graham Brett 

cc; Peter Boks 

Subject; Re; 2205/01, Daily Report Mina Al Bakr 


From; Saybolt UN Team - Mina A1 Bakr 
Date: May 15,2001. 

Time: 05:15 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions: 


Clear 

Vessels alongside : 


BERGE BORG : Finished Loading 15-07-.2S 

s>;b93s>is 3. At this moment we are is measurements 

ESSEX : Loaded until Today 747,291 Bbls 

===•»= Loading rate 37,000 Bbls/h 

ETC 16/05/01 A.M. 

Vessels at anchorage 


KRAKA : Arrived at Anchorage 8. at 14-01:50 

ASTRO BETA ; Arrived at Anchorage A. at 14-10:00 

Vessels expected: 


SKOPELOS 

L’Can 

15/05 - 

Not Confirmed by SOMO 

FRONT COMMERCE 

L’Can 

16/OS - 

N H 

ROME 

L'Can 

20/05 - 

■. II 

URAL 

L’Can 

22/05 - 

- H 

FRONT CHAMPION 

L’Can 

23/05 - 

“ " 

TBN 

L’Can 

25/05 ' 

" “ 


Confirnt receipt of following UK fax messages: 

Contr.# Purchaser Item Date Ship BNP No. Qnty MB 


Monitors on Station 

Armando Oliveira 
Valeriy Poudov 
Petr Popov 
Danilo Singson 
Sergey Bouzdyk 

Kind regards 

Saybolt UN Team - Mina Al Bakr. 


S023830 
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REMARKS: 

Monitors on Station: 


Armando Oliveira 
Gordon Schoeman 
Danny Sinqson 
Sergey Boudyk 

In Basrah Rest House: 
Travel today to Platform: 
Rogerio de Sousa 
Ralph Murray 


Kind regards 

Saybolt UN Team - Mina A1 Bakr. 


S023831 
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N813C AT 

SAYNLRDM@CCMAiL 
05/17/2001 12:20 PM 


To; Graham Brett, "Gr^am Brett* <graham_breit@a)mpusefve.com> 
<x: Peter Boks 

St^ject; Re: 221 1/01, Da9y Report Mina A1 Bakr 


From: Saybolt UN Team - Mina A1 Bakr 
Date: May 17,2001. 

Time: 11:00 hrs L.T. 

Dear Graham, Rirms, 

Weather Conditions: 


Clear, and Very Strog Wind 
Vessels alongside : 


ESSEX : Left pier 16-20:30 


Manoeuvring of ASTRO BETA was cancelled seconf time due to 
Strong Wind. They gone cry today in the Afternoon if the 
wheater permit. 

Vessels at anchorage 


KRAKA 
ASTRO BETA 
SKOPELOS 
FRONT COMMERCE 


Arrived at 
Arrived at 
Arrived at 
Arribed at 


Anchorage B. 
Anchorage B. 
Anchorage B. 
Anchorage A. 


at 15-10:45 Not Confirmed 
at 14-10:00 Confirmed By SOMO 
at 15-17:30 Confirmed by SOMO 
at 16-05:30 Confirmed by SOMO 


Vessels expected: 


ROME 

L‘Can 

20/05 - 

Not Confirmed by SOMO 

URAL 

L’Can 

22/05 - 

» r, 

FRONT CHAMPION 

L'Can 

23/05 - 

“ " 

TBN 

L'Can 

25/05 - 

" ” 

OPALIA 

L’Can 

26/05 - 

" " 


Confirm receipt of following UN fax messages 


Contr.)l 

Purchaser 

Item 

Date Ship 

BNP No. 

Onty MB 

M/OS/01 

ALCON PETROL. 

C/Amm(5} 15/05 


4,000 

M/09/2e 

NAFTA PETROL. 

C/Amm(4} 15/05 


1,200 

M/09/60 

PETR0GA2 

L/C 

15/05 URAL 

0727417 

2,000 

M/09/86 

2ERIC GMBH 

L/C 

15/05 FRONT CHAMPION 

D727418 

2,000 

M/09/76 

MARBEL R, 

L/CAin(l)15/05 WBLH VENTURE{*) 

D727183 

2,000 


t*}Already Loaded 


Monitors on Station 


Armando Oliveira 
Valeriy Poudov 
Peter Popov 
Danilo Singson 
Sergey Bouzdyk 

Kind regards 

Saybolt UN Team - Mina A1 Bakr. 


S023846 
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From: NB13C AT SAYNLRDM@CCMA{L on 05/17/2001 12-.20PM 

To: Graham Breit, "Graham Brett" <graham_brett@compuserv8.com> 

cc: Peter Boks 

Subjac!: Ra; ^I0^. Daily Report Mma Al 8akr 


From: Saybolt UN Team - Mina Al Bakr 
Date: May 17,2001. 

Time; 11:00 hrs L.T. 

Dear Graham. Rinus, 

Weather Conditions: 


Clear, and Very Strog Wind 
Vessels alongside ; 


; Left pier 16-20:30 


Manoeuvring or ASTRO B3TA was cancelled seconf time due to 
Strong Wind. They gone try today in the Afternoon if the 
wheater permit. 

Vessels at anchorage 


KRAKA 

ASTRO BETA 
SKOPELOS 
FRONT COMMERCE 


Arrived at Anchorage B. 
Arrived at Anchorage B. 
Arrived at Anchorage B. 
Arribed at Anchorage A. 


at 15-10:45 Not Confirmed 
at 14-10:00 Confirmed By SOMO 
at 15-17:30 Confirmed by SOMO 
at 16-05:30 Confirmed by SOMO 


Vessels expected; 


ROME 

URAL 

FRONT CHAMPION 
TBN 

OPALIA 


L'Can 20/05 
L’Can 22/05 
L’Can 23/05 
L'Can 25/05 
L’Can 26/05 


Not Confirmed by SOHO 


Confirm receipt of following UN fax messages 


Concr , S 

Purchaser 

Item 

Date Ship 

BNP NO. 

Qnty MB 

K/09/01 

ALCON PETROL. 

C/Amm(5i 15/05 


4 , 000 

M/09/28 

NAFTA PETROL. 

C/Amm(4) 15/05 


1,200 

M/09/60 

PETROGAZ 

L/C 

15/05 URAL 

D727417 

2,000 

M/09/86 

2ERIC GMBH 

L/C 

15/05 FRONT CHAMPION 

D7274ie 

2,000 

M/09/76 

MARBEL R. 

L/CAmU) 15/05 WELH VENTURE(M 

0727133 

2 , 000 


(*)Already Loaded 


Monitors on Station 

Armando Oliveira 
Valeriy Poudov 
Peter Popov 
Danilo Singson 
Sergey Bouzdyk 

Kind regards 

Saybolt UN Team - Mina Al Bakr. 


S023862 
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ID Out, 01 15:19 Pulse Orb 


214930390 


P- i 

Page ! of 1 


Miguet Oilveira 


From; "Armando Oliveira" <Armando.OJive»a-188@cH)0 

To; <pb@sayboll.com> 

Sent: quarta-feira, 10 de Outubro de 2001 14;16 

Subject: Fw: 


Original Message 

From: A rmando O liveira 

To: peter__bok s@savbQ lt.nl 

Sent: Wednesday, October 10. 2001 1:53 PM 

Dear Peter Boks 

Regarding the phone calls of yesterday. I’m gone try to summarise the procedures. 

After receiving the Un Confimiation (LC) we confirmed with terminal manager if they already have 
the Somo order to load. If every thing is Ok, after vessel’s mooring we went on board to perform the 
OBQ inspection. 

After loading the final inspection is perfonned and checked on the end with vessel Ch otficer if our 
calculations have the same figuies (TOV and FREE WATER) as vessels. 

After that we went to our office to performed our report and prepare the B/Lading paper 
That we give to MAS Shipping Department, and the Un Notification. 

As soon as we have finished the paper work, we went on boar with the UN Notification 
To confimicd with the captain if the discharge port is the same that we have in documentation .If 
everything is ok the papers are signed and captain stay’s with none copy and Saybolt with the other. 
After that we came out from the vessel and went to the accommodation, here normally we stay, some 
time on the office, dayroom or Dining Room. 

What happened after until the vessel’s left from the pier we don’t now. 

About the question that you asked to me if .some time I was under pressure or asked to turn around 
my Eyes, this kind of things never happened. 

All saybolt people have very good relation ship with all terminals personal. 

1 hope that will be enough for you 

Best Regards 
Armando Oliveira 


10 - 10-2001 


S023778 
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— H. NOV. 2CC'i-2 1:53"^'”'' ALlEfj ^ OVERY 


HU892 39/1 


STATEMENT 


I the uaderdened bmljeen Irntracicdonbcialf of Trafigurs to attend loading of M/T 
EsiCit »tA] BajhrcmAo|art26'27/08A)l in ordtr fo aowtor and superviie die loading 
openidon of veaseL 

My spcdfic insttuedonj were to fluke sore the loading opendon wm not delayed byany 
veasers |7ob]cnu nd avoid oceutreoceof deaurrige is wel! » io mooltcr and sopcivifl} 
the Eoeasumnentf onboard the ship since m the pvticuhr lenmnal (he Bill of Lading 
5guf es m detemsned in accordihee with ship‘i Hgor^ FIntlly to establish quali^ of 
the cargo loaded in respect of API, tempentnrt sod waW content 


Wc were jnfonned thil on prerionx Basrah Dgbt Crodt oil cargoes discharged la the 
United States there have b^n cargo losses of 8 - 1 0.000 bhla comparing die oettum ] 
^gti rtj at d^ tchtfire boUftod /igwre*. and this U. wlut_ihc Cb^JcrOTjivcTc 

• coicemed with and ^bed to avoid, by cub'ng sure totasurementa were don* properiyr 

Boarded thoi’ctiel on 23/08/Dl while (he vessel was de-slopping at Fujairah. 

The same date noon the vessel aiilcd towards Al Bakr. 

Arrived Al Bald toner anchorage 24/08A>I 16:30 Heart. 

Vessel berthed atTenninil on 25A)8/01 n:-48 Houn Local Time and Port atJthoniiea, 
Leading Master snd Saybolt sorveyors boarded at (he same time. 


On arrival liloadJngienRtoaliWcwcreadviscdbyJoadiDgMastcr.thataspcr IBEX’, 
tostnictionj vestel was to load up to oiKinjum 2,1 00.000 bbls which wax confinned by 
mj priocjplM as the mjatoonm goaadty under the Trafigura's Bchccr B»Y. purchase ’ 
contract from XB^ 


LoifEng comaecccd on 25/08/Of 15:00 Bo^ 

On TJJOS/Ol 1 9.'20 Hoqr loading was Interrupted by TerrunaJ and both Saybolt surveyor 
asd Loading Master boarded (he vessel in order to jEcaiure cargo loaded onboard by that 
LtoSB. 


Oaccn^lcdonofibcmcssuremejits and cargo calculations loading wasrestimed^ia 
27/08/01 il20dX3Hoart to 28/08/01 at 04:00 Hounr, when load slop' orde* va* givc»by 
tennintd to Mut^jifEsse^r- 


Ofl completion of loading, Saybolt Kfr, Armando Olivcba and Loading Master Mr, L I. 
~AL£?*^h boarded Ac vccsal igain, 

unagiTrejtmti hvk iifi']it'rTd.ffgJhc.talalxiLigi> niiliiinid, svliTrU w&ic signed b)* losing ^ 
Muter and vesteTx Master. 


Os complctfon cfcirgo calculMfons two sets of BSJi of Lading were presented by the 
LoaiSog Master, wKi^ were signed by the Master, 


T0006902 
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14. NOV. 2C0r2l:53"' 


AlUN i OVERV * 'i" 


N54892 '®P. 4(1/143 


In opia 10 mitt sure Ihil loaded carjo wai in nccoidmcc with tenninaJ UN 
regoirtmeou hive dio requeued loiding majter lo icene a Utw veii^'ng the total 
qoar.dty on boaid the VcskI, copy of which attached. 

Ai per my iiu tractions on behijf of CSarteren Itilcis of piolecti Issued to the terminal for 
omiding the “SCAC" code u atuched The loedinj mister signed both. 

Vessel sailed ham IcmaMl on 28/D8AI] at 13:30 Houn. 

Also please find atuohed ccpies of both Bad* 

MujoCi M&Z]0ttsea3d| 


T0006903 
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'NB13* 

<Nb1 3@sayboll.com> 
08/27/2001 08:42 AM 


To: Peler Bc^(S/Saytx^/NL@S3yboi(, Graham 
Brett^d)4yA/NL@Saybolt 
cc: MarmusJans^@S3ybo!t 
Sub^t: Re: 2470®1 , Report Mina AI Bakr 


From: Saybolt UN Team - Mina Al Bakr 
Date: August 21 , 2001. 

Tiir.e;09:30 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions ; 


Clear. 

Vessels alongside 


SETTEBELLO Finished Loading 26/08 at 22:25, S.R.S Report 30312/01 

already sent. 

ETS 27/08 P.M. 

ESSEX Loading Until Now 1,233,340 Bbls 

ETC 27/08 P.M. 


BARAO DE MAUA 
Ope ration 

End of sea passage 

Notice of Readiness Tendered 

Arrival at Anchorage 

Pilot on Board 

Left Anchorage 

First Line Ashore 

All Fast to Berth No. 4 

Notice of Readiness Received 

Gangway in Position 

free Pratique Granted 

Cargotanks inspected/dipped 

Loading Arna Connected (2x16") 

(♦) Awaiting Lay-Can 

COMMENCED LOADING 

Commenced Deballasting 
Estimate Time of Deballasting 
Vessel’s Qty Intention 

ETC 


Time Date 


10:00 24/08/01 

10:00 24/Oa/Ol 

11:00 24/06/01 

24:00 24/08/01 

23:15 24/08/01 

02:40 27/08/01 

06:35 27/08/01 

06:35 27/08/01 

06:35 27/06/01 

TBA 27/06/01 
08:00 27/08/01 

TBAC) 


TBA(When started Loading) 
12 Hours 

1,904.239 NSbls 

30/08 A.M. 


Independent Surveyor: 
NIL 


Vessels at anchorage : 


MARIA A.ANGELICOUSSIS Arrived 26/08 - 16:00 at Anchorage B - Confirmed by SOMO. 
Vessels expected 

CHEVRON NAGASAKY 31/08 Not Confirmed bySOMO 

TBN 31/08 « 

Confirm receipt of following UN fax messages: 


S023832 
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Contr.it Purchaser Item Date Ship 

Bnp No. QntyMB 


REMARKS: 

Monitors on Station; 


Armando Oliveira 
Gordon Schoeman 
Danny Singson 
Sergey Bouzdyk 

Rogerio de Sousa 
Ralph Murray 


In Basrah Rest House: 
No One 


Kind regards 

Saybolt ON Team - Mina A1 BaXr. 

■ - alt1.htm 


S023833 
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•NB13' 

<Nb13@S3ybolt.com> 
08/25/2001 09:09 AM 


To: Peter fe>lts/S^bolt/NL@Sail3oH. Graham 
Brett/Saybolt/NL@Saybolt 
cc; Marinus Jar)$en@Saybo!t 
Subject: Re: 2465/01 , Daily Report Mina A) Bakr 


From: Saybolt UN Team - Mina A1 Bakr 
Date: August 25, 2001. 

Time: 10:00 hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions ; 


Clear, windy and slight waves. 
Vessels alongside : 


BERGE BOSS Finished 24/08 at 2i:55, SRS report 30311/01, already 

sent. 

ETS 25/08 at 03:00. 

SETTE8ELL0 Loaded until now 530,000 Bbls 

ETC 26/08 P.M. 

21:45 23/08/01 

08:00 24/08/01 

02:50 25/08/01 

ESSEX Mooring Now 

Vessels at anchorage : 


Free Pratique Granted?*) 
<•) Corrected Time 
Commenced Deballasting 
Completed Deballasting 


BARAO de MAUA arrived on the 24/08 at 11:00, Anchorage B. 

Vessels expected : 


MARIA A.ANGELICOU. 28/08 Not Confirmed bySOMO 

CHEVRON NAGASAKI 28/08 

TBN 31/08 

Confirm receipt of following UN fax messages: 

Contr.l Purchaser item Date Ship 

Bnp No. QntyMB 

M/lO/41 NAFTOGAZ UK. iTc 23/08 ANTONIS l.ANGLBC. N730091 2,000 


REMARKS : 

Monitors on Station: 


Armando Oliveira 
Gordon Schoaman 
Danny Singson 
Sergey Boudyk 

In Basrah Rest House: 
Rogerio de Sousa 
Ralph Hurray 


Kind regards 

Saybolt UN Team - Mina A1 Ba)cr. 


S023826 



268 


<Nb1 3@saybolt.com> 
08/28/2001 09:11 AM 


Brelt/Sa^}tit^L@SayboH 
cc: Maiinus Jansen@Saytett 
Subject: Re: 2473A)1 , Daily Report Mina Al Bakr 


From: Saybolt UN Team - Mina Al Bakr 
Date: August 28, 2001. 

Tinie:10:OG hrs L.T. 

Dear Graham, Rinus, 

Weather Conditions : 


Clear. 

Vessels alongside 


SETTEBELLO ETS 2?/'08 11:30. 

ESSEX Finished Loading 27/08-19:20, S.R.S report 30313/01 

already sent . 

ETS 28/00 11:00 


BARAO DE MAUA 

Operation Time Date 


Loading Arms Connected (2x16*') 


11-00 28/08/01 


COMMENCED LOADING 


11:45 28/08/01 


Commenced Deballasting 
Estimate Time of Oeballasting 
Completed Deballasting 
Loading until Today 
ETC 


12;10 28/08/01 
12 Hours 

06:15 28/08/01 

382,710 Bbls 

30/08 A.M. 


Vessels at anchorage ; 


MARIA A.ANGELICOUSSIS Arrived 26/08 - 16:00 at B. Anchorage - Confirmed by SOMO. 
CHEVRON NAGASAKY Arrived 27/08 - 16:30 at B. Anchorage - Not Confirmed by 
SOMO. 

Vessels expected : 


NIL 

Confirm receipt of following UN fax messages: 

Contr.S Purchaser Item Dace Ship 

Bnp No. QntyMB 

M/iO/19 MACHINOIMPORT Uc 24/08 CHEV . NAGASAKY N? 301 13 0,835 

REMARKS: 

Monitors on Station; 


Armando Oliveira 
Gordon Schocman 
Danny Singson 
Sergey Bouzdyk 
Rogerio de Sousa 
Ralph Murray 


In Basrah Rest House; 
No One 


Kind regards 
Saybolt UN Team 


Mina Al Bakr. 


S023834 
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Page 1 of 2 


Saybolt UN Teams tn Iraq. Staff Moves Advice. 


To: 

SOMO Baghdad. 

Attn: Mr. AK R Hassan. Acting ExecuHve Director General. 
Attn; Mr. Nawar A. Al Mafarji. 

Attn: Mr. Khami! CH Obaidi. 

South Oil Company. 

Attn; Mr. ^del Bari Mahmoud Shoukat. Director General. 
Attn: Mr. Habib Radhi Abdel Imam. Public Relations. 

North Oil Compar^y. 

Attn: Mr. Ali Hameed Saleh. Director Gerteral. 

Attn; Mr. Mohammed Hussein. Operations Manager. 


UNHQ Baghdad. 

Attn: Mr. Tun Myal / Secretary. 
Attn; Mr. Sayed Capua. 

Attn; Security Operations. 

Attn: Ms. Maysoon Wazir. 

UNIKOM Umm Qasr. 

Attn: Ms. Hazel Scott CAO 

SAYBOLT Rotterdam. 

Atttr; Mr. Peter Boks. 

Attn: Mr. Graham Brett. 

Attn: Ms. Anneke Struijs 

SAYBOLT Jordan. 

Attn; Mr. TatebAU. 

SAYBOLT UN Teams. 
Baghdad, Mina Al Bakr, Zakho. 


Deaf Ladies and GenUemen, 

Please find the following update of Saybolt UN staff movements, entering and leaving Iraq. 

GRATEFUL IF MINA AL BAKR AND ZAKHO MSI TEAM LEADERS ENSURE HARD COPY OF THIS 
MESSAGE IS FORWARDED TO NOC AND SOC, ATTN; 

SOC: Mr. Habib Radhi Abdel Imam 
NOC; Mr. Mohammed Hussien 


PERIOD WEEKS: 9 & 10 


Entering Iraq to BAGHDAD. 

Name Arr.Amm Dep.Amm>B6D 


file;//C:\WINDOWS\TE>->"^ u. 


Permanent Subcommittee on Investigations 


EXHIBIT #14 


25/2/02 


S025366 




Ulkhazov ! 


3-Mar 


4-Mar 


Leaving Iraq from BAGHDAD. 

Name Dep.BGD>Amm Dep.Amm 

Gambalan L 5-Mar 6-Mar 


Entering Iraq to MINA AL BAKR. 




Name 

Arr.Amm 

DepAmm>BGD 

Dep.BGD>Ba$ 

Buzdyk S 

3-Mar 

4-Maf 

5-Mar 

Poudov V 

3-Mar 

4-Mar 

5-Mar 

Leaving Iraq from MINA AL BAKR. 



Name 

Dep.Bas>BGD. 

Dep.BGD>Amm 

Dep.Amm 

Oliveira A* 

3-Maf 

&-Mar 

7-Mar 

/Vjuino F* 

3-Maf 

5-Mar 

6-Mar 


Entering Iraq toZAKHO MS1. 
Name 

ArrJVmm 

Dep.Amm>BGD 

Dep.BGD>23(0 

Notario R 

3-Mar 

4-Mar 

5-Mar 

Leaving Iraq from ZAKHO MSI. 
Name 

Depi!ko>BGO. 

Oep.BGD>Amm 

DepJVnm. 

Sarioovs A* 

3-M3r 

5-Mar 

7-Mar 


r Travel one day early to allow application for Jordan visas in Baghdad. 

VISA REQUIREMENTS AND DOCUMENTATION. 

All personnel travelling into Iraq require art entry visa. Please will leant leaders liaise with SOMO, SOC and 
NOC for doormentation process of travel and residents permits. The departing staff are normally 
reassigned 

to Iraq on a regular basis. Grateful for the assistance of our colleagues at SOMO. SOC and NOC to have 
re-entry visas issued for all departing staff. 

ACCOMMODATION. 

Amman. Grateful If reservaUons can be made for the above persons in Amman, with reference to the 
given arrival and departure dates. 

Baghdad. Please arrange for accommodation at the Baghdad A1 Hamra hotel, to cover arrival to departure 
dates in Baghdad. 

Basrah. 

Grateftjl if accwnmodation can be arranged at the SOC Ba«^h Rest House to cover the period of stay 
from 

arrival to Uie Rrst available marine transport to Mina Al Bakr. Also arrival from MA6 to departure for Baghdad. 
TRANSPORTATION. 

Gratehil if you will arrange the necessary transpwtation requirements for the above personnel to travel to 
or from your location to or from Baghdad, as itemized in the dates given above. 

Thank yc^j fCH* your kind asstetance with the above arrangements. 

Please do not hesitate to contact me for any further darificatkm. 

With thanks and kind regards, 

Richard Barnes 

Saybolt Netherlands 

On behalf of Saybolt UN Teams in Iraq. 


fi!e://C:\WINDOWS\TEMP\--<)007909.htm 
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Anneke Struijs 
24/01/200213:46 


To; NB13@Sayboit, NB06@Saybolt, NE^(^@SayboK, say_tma@go.com.jo, Richard Bames@Sayboit, 
romyfemy@yahoo.com, saybolt_portugal@ip.pt, zoya_polynova@saybolt.iv, ivar>ova@sayboU.ru 
cc; Peter 8oks/SaybolWL@Saybo}t, Marion SteenbergenQSayboll. Ellen Zagwijn@Saybolt. Graham 
Brett/Sa>1>ott^L@Saybolt 



Please be advised of che followirtg travel arrangements; 


Travelling to Asman: 


Date Name 

From 

flight 

depart 

arrival 

02MAR Alkhazov 

Moscow 

SOSOS 

21.55 

00.55 03MAR 

Buzdyk 

Moscow 

SOSOS 

21,55 

00.55 03MAR 

Pudov 

Moscow 

SOSOS 

21.55 

00.55 03MAR 

02MAR Nocario 

Manila 

EKeS 

23.00 

04.00 03MAR 

03MAR 

Dubai 

£K903 

06.45 

08.10 


Travelling from Amman : 


Date Name 

Ref 

To 

flight 

depart 

arrival 

06m;ui Gatnbalan/Aguino 

Dubai 

EK904 

09.15 

15.30 

07MAR 

Manila 

EiC64 

08.20 

20,25 

07MAR Oliveira 

Frankfurt 

Lisbon 

LH3611 

LH4264 

03.25 

09.10 

07.05 

11.10 

07MAR Saripovs 

Vienna 

Riga 

oses4 

OS3693 

03.30 

13.20 

06.35 

16.15 


TMA Please reconfirm flights for all people leaving Amman. Thariksl 


Please check the above details and revert if you have any 
convnents/queries. 

Best regards 
Anneke 


Permanent Subcommittee op Investigations 
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Oliveira's Bank Statement' 

(March 2002) 


totta 


Banco TotU tk AooTM 


■ = Redacted by the Permanent 
Subcommittee on investi.aations 


lANCD TOTTA » A(OIIEt. t.A. 


FXTIUCTO Of CMTA 


Mil H.iOEHT.IANCARtA-l 
Bii<« tt e**i a 


»Tt - E9R0 

ffaOal* 


ParlaBa «• a TBSt-tl-ll 

Data Eal . Pl| 


0.0. -TOTTA OnOCOAM 






«0«) 

toil 

iltl 

ilil 


2002-03-11 2002-03-19 COMPRADEMOEDA 5.624,22 5.511,57+ 5( 

— ii III 
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•5i -.0000 
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Fax from Kojo Annan to Robert Massey 
dated September 14, 1998 


: ODTeOW LFCDS 


m>€ M3. : 234 I 269 e 


Serp. 15 19^ K' 


; COTECH^ LOGtK 


PHONE MO. : 234 1 269 09 € 


Sep- tS I99G 10:2CM1 Pi 


COTECNA INTERNATIONAL LIMITED 


DATE 

TO 


: 14/09/98 
: Mr. Robert Massey 


FAX 


COPY :E.G. Massey. M. Witeor). A.E. Prui 


SUBJECT:NON ALIGNED MOVEMENT (NAM) SUMMIT. DU 



During the course of the NAM summit, many contacts at Presldentiai 

and pr^ftJcal levels, Ministerial levels, and with certain w^ pB^lbp eoPle in the private 

aedor. _ 

Before outlining the marketing developments country basis, t would 

initially like tb.place emphasis on another s^eg^^^^^nerit that wil! ultimately 
prove to be very beneRcial for Cotccna’s tg^^rrn^^eting Strategy. 

As discussed with you on Sunday, PM an^^^^put in pia« a ‘n^chinery* which 
Witt be centred in New York that willfefSitatel^ponlinuatjon of contacts established 
and assist in developing new coot^KTorJrte future. This ‘machineiy* . du® to it^ global 
r^ature arid its Iprigevity, Is as t^»rtant^^faH as any other contacts made. For certain 
reasons, PM was integral tg crp^^^^orementioned structure. 

Country bv Country 

1. MozarriblgB^ A^^^ meeting was bekJ wlh the Minister of Finance, Thomas 
Saloi^^fn^nann«burg, Airport. He confirmed that a tender \wirofrtciBlly be 
annd^^^St the end of September, but did not specify whether it will be for one or 
two P ^^ ^panies. However, he vras fuHy aware of Cotecna's interest in 

Contact was also made vrith a Mr. Valdes, a private businessman and 
UN employee, who was with the Presidential daiegation. He claimed to have 
l^access to the President and offered his assistance for both Mozambique and 

Tanzania - Good contact was made wan Mr. uauoi MwaKawagp . Aiiibeseador 
Extraordinaiy & Plenipotentiary and Permanent Representative tolhe UN. He can 
arrange an audience with the President very easily and. depending on your current 
strategy, this could be done during the General Assembly ( GA.) In New York. 

-• 3. Uganda - Very good contact established wth the ADC to President Museveni 

through PM. The ADC proposed tome to come and meet the sbn ofthe President 
to establish a business relaticmship. 

4. Malawi * No contact made. 

5. Zimbabwe - No contact made. Far too preoccupied v/ifh Kabila! 

SAKA00049 
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Fax from Kojo Annan to Robert Massey 
dated October 26, 1998 


' : CDTB 3-B LflGOS 

I KOI : corea« lagos 


fW€ M X : 234 1 269 09 K 

PHCrC >-0. : 234 1 263 03 ES 


Oct. 26 1996 04;24Pt! pj 


COTECNA INTERNATIONAL LIMITED 

CONFIDENTtAL FAX 


TO ‘r Mr. Robert Massey COPY • .. ^ 

FROM. : Mr.KojoAnnan PAGES 

SUBJECT: OUTSTANDING CONSULTANCY EXPENS^|^ 

In view of TGcent concentrated efforts in trying to re-ost^^^^ur corilrSct in Nigeria, 
and varioue btJsIness development trips to South Aj^'^or^a, Nov/ York^ and 
Washington. ! have spent numerous weeks wor^^ra^^^lf of Cofecna. 

As dearly stipulated in our consultancy ag^rri^^jy^ditional day after 7 Working 
days per cjnpnth v/ill be remunerated at a r^^f USi^)0- per day. Therefor^ I would 
like to no'^The .following:- 

JULY -ffiDayi Worked .1 ; . ; 

Compriseid Of S days in Abuja rny,f^the f*s visit to Nigeria and gpihg to Minna 
with Pierre Mouselti. Aiso, 2 da^^^of inibWdiscussions with Pierre Mou'sefifand genera! 
work. 

AUOU^T^:- .li'Daya Woiked 

Comprised of 4 days dUring your visit to Ntgeria, 2 days of preparatiori for your visit and 
planning pf trip to ^ut^-Afn^and general wortc. 6 days in Abuja with two trips to 
Minna, gnd finally. Zdttys^-^outh Africa for the NAM Summit. 

SEPTB^pW^ Da^Workod 

Comprls^'W ^iys in' South Africa for the NAM SurnrnR. 2 days inG^nev^ and 15 
days for the General Assembly and various rheetings re^tirig to other 

“spec^afpmracls*. ' ' - • - 

Days Worked ( This includes 4 upcoming days jn Abiija this weak 
ECOWAS Summit, go to Mmna, arrd follow up in the WlTiistry.) 
of 2 days in New York, 7 days in Washington for the Wbrkl Bank 
^fefrehce and returning to Africa. 2 days in Lagos with Professor Ayensu end 
g^era! work. 3 days in Abuja to visit the Minister of Finance and the Permanent 
Secretary; 

Thereforp. the total number of extra days worked ^oofifs a rate of $500 per 

day, the outstanding expenses which I am owed(^3ls $17.000^^ith our agreemen.t 
commencing on the 1" of Mafch.1998 the above menfioftedi^ure actually covers an 8 
month period at a rate of S2.125 per month on top of the basic consultancy fee. 

t would like these fun ds to be trarr sferred to my usual banking coordiriafes. but. to the • 
foilov/ing account no;4|PI|H||||^ 

AH other details such as account name, branch, etc... remain as horrrial. 


■ = Redacted by the Permanent 
Subcommittee on Investigations 
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Instructions from Cotecna to 
Kojo Annan for the 1998 
U.N. General Assembly 




1 998 MEETING OF THE UN GENERAL ASSEMBLY 


As agreed your participation in the 1998 UN General Assembly will be 
intended to follow up on the contacts established in Durban, during the 
NAM conference. 


The country briefs remain fundamentally the same. This note serves to 
define the countries on which our efforts should be focused : 


MOZAhffilQUE : Following your meeting with TS 
consolidate our relations with the President and make clear 
of obtaining the contract with his support 


- TANZANIA : A soft marketing approach to introdi 


President and to renew our cemunitment in wantinj 
future tender . 


UGANDA : SWIPCO has sent a report to t 
awarded the contract The report is a r ^ 
should seek the President's interventia 
authority in the land and has ^ 
transparency. . 


MALAWI : The tender i^ 
with the President and ^ 


m^om now. Let us establish contact 




ising that SGS be 
irregularities. We 
as he is the highest 
his intention to ensure 


lid on the 15/09/98. Kindly carry out your 
'SN and suggest a meeting between the latter 
^ar future. 


We need to establish a good contact with the 
s a tender is imminent He recently made comments in favor of 


^er Presidents or other personalities you deem important and 
»ful for our future work. 


SAKA00051 
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Letter from Elie Massey to Joseph Connor 
and Kofi Annan dated October 6, 1998 
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Resume of Kojo Annan 
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United Nation : Iraq Oil for Food ft-ogram 
Meeting Wenesday 23 of dcccmber 

Mr Jeremy Owen 
Mr R<^rt Massey 
Mr Elic Massey 
Mr Andre Pruniaux 
Mr Carlo de Hennin 
Kfr John Broadhurst 
Mr Alexis Poitevia a 

JO summerise<l^ineetinghehad with AEP in the morning. He explamwljljl sanction regupes 
dq>aitment structure and history. y 

JO is c^f customs of5c«r / contract manager. ^0^ 

Communication: 

^pes of communication, voice, fax, and data. 

/f'XlHhavt pre^km with data transftf.pN Lotus expert (Brandoi 
(X/^ repiicatioa in diabase on a daj^Dasis from IVf. 
day. 

JO expressed Ure importance of voice cmnmunption for daily operati 
estimated ^ 60 mmutes average per day and sites betewees NY and 
suxease cmnmimkation time a startup. Communkatkm has U 
Queries and Infonn^Uion frmn NY to Iraq will have to be 
be defined. 

Fax <^snu»ication : 600 pages per weeh f<^ all s{t< 

[i(^iun Quasr ^ times a week 
E'MaiTiS^aot j^ty used at the moment (replication 


Staff: 

JO thinks Team Leaders (TL) 
autonmj^4>n^it$,.&cy have 
data c^'parai^)j^ey 
^ bandied by TL. 

In Umm quasr 2 in^>ect< 
average. 

Zakho seems 
to have regular 
agencies 



leat^^uld 
a Nrro the site, 
tecna. Procedure has to 


:e a week from sites expected 
\ fast enough. 

i 0^ 


in Ztkho and Tn^il TL have a high kvel of 
lisfry of trade repres^tatives and customs for 
es. Equipment and acomodations are 

iticy mspected is assessed at day (24 b) 

^ should be ni(»T a diploma^ iban o^/eratiooal. He is supposed 
^cncies and political Kurd repn^tadves. Relationship wift UN 
mly day light work but 24h ba^ Goods are inspected in Zakbo, 
(escort) to Iraqi Customs. „ 

at Night this is the main sHe. (A^ant attitudes from truck drivers...) 

^er. b to be coosideTed as a Cotccoa Ambassador. JO d(^ot want him to take any 
pK|. Hewdl jMovide iwpiested inf<xmation to UNOCHI and to MDOU / GOU as 
[Werik) ^ms to provi^ necessvy r^it <« a daily basis. Rq>ort is an 
from Ltoy<&^<^^JU^s^'o^base.^Manage^ wiH attend monthly meeting with each team leader 

tv^ ■ 

^membera have to be frwn mixed migin. Lloyds was adequate. No^pcctor should be 
a the region, espl^iOHy Pakistancse^ AU CV wiH have to be approved by UN NY. 

Even if fraqi^peak english, an arabiespeaker is needed in each team. As well in Zakho Kurdish and 
Turquidi interpreter would be useful!. / 

Smuggling : 

Inspectors are not supposed to to stop diese shipments. Inspectors duty is to Inspect only goods 
mentioned on OC letter jwesented by truck drivers. He has to check if goods match. 

Petrol is sold from fraq to Turkey w to JOTdan.Value of smuggled goods-aie not important theiefoie it 
is tolmtcd. / 
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(Kfe 

No prohibited equipment^n^ uispected by litdi’pinJum iisvirt some goods can sometimes been 

seen in Baghdad and were not inspected and even not approved in NY UH Ex Computers with pentium ' 
proccssore). 3 

Smuggling by hid^g barbi goods loaded Jifship^tas to be diecW* 
committee and U^ds). 

Physical analysis: 

.Chemica^for oil industry are to be agreed by a team of experts in NY according to distribution plan. 
Some are sensitive prc^ucls. ^ 

Fm* bulk in trucks inspection is performed on the and the 20th ! bspectiem o^this type of goods is^ 

1 track out of 2oi p ^ / 

F<»' analysts there b a lack of equijMn^t (No import was nMrmmri for Lloyds^. 

Sampling : Bottom line » Fit For Human Consumption.^ I ^ n 

In case ofdoubt samples have to be sent for analysb. 

Samplev^om Zakho can be sent by DHL trough Turkey (It has to be negociated) 

R^uits have to be shared with UN only. / O 

InspectCMTS rarely found Discrepency between O^^ccs-and ship^ 

Containm are offloaded ^ the pc^ on trucks.t^ containtf^^rs Iraq. S 
amoved by UN NY can be difflneot fiom sriiat is^ in^>ec:(ed. In^tector has t 

Some trucks are sometimes hilly emptied ■ 

M^tention costp USD per poson / day ii 

Medical : 

UN Baghdad (Von ^nick) has a responsability for medi^ uatkm for everybody 

whoworl^forUN. 

Tmbit and A1 walid : It b better to dive to Amma^ 

Umm Quasr ; Low level medicai center / 5 km / No^ 

Zakho : Could be sent to Turkey O^o 

It b very difflcuh to get but of thb counti^^^^^. IJ j /nspeeux’ could no be allowed to come 

back. 


Oditf inftxm^^ioii: 
JoflAs LarseaiOistom 
advbedxi po^rial 
UN NY hu to m 
procedures. 
UHNYpl 
gather infj 
AU m> 

JO 
UN 






m sdiat b^ inflected. In^ 
^ iifUinm Quasr. ^ 


to Ac sites in Iraq. Fmd^ut file status and scHnetimes 
^ Hi juJtf.fwW' ^ 

tell or 896 committee resolutloo andlDq)ector ^eaqr implemenbd 


A 


\tt Ittspectioa pro^am on the field. For the mMoent they mainly 
and eiqMxten. They intend to monitor more than in the past 
tent have to go trough Trd>il and Jordan, 
lyds inspectors location and ji^ne numben (not CVX early next week. 
! to Ira<^ govennent It cu be used to get any authorisatioa and visas seeded, 
ig syst^ in Iraq. Nodung b supposed to be paM in USD. 
ig cars / There is Lloyds Labeb (« Aese cars. 

^be given by UN Baghdad 


(aA- 
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18. FEB. 1939 12:57 


nu. ooj 




To! Luclon FERNANDEZ @ Cotecna.com AT intemet 

cc: 

Subject; UMMQASR SITUATION 

Dear Sir 

1.You already know that Mrrtlaee y ic not w a ry happ ywittrwRat is going on down 
here and I can not blame him at all. The truth is that we have no real control about any 
figures concerning bulked and bagged cargo. Why I did not inform you abouMiis 
situation until now? Becouse I could not believe that you don't know how .ha situation 
really is. Maybe you still remember our discussion when I tried to tell ygg,thaf tnT 
Ummqasr is a different and delicate situation. I will try now to explaj 
and how could Lloyd's manage the situation having on site onlyj 
only 6). 

Let's start with site procedures(Did somebody red w^t 0 '^^®Pes?-l already 
sent them to Amman 2-3 weeks ago). We use to colleetJ^^^e wlfflforidae 
figuresflraqi figures), foreman(tally sheets) figures (Ira^^p^^again) and if we want 
to have another useless figures, figures from the Water Transport. 

All these figures should be the same becouse wdrahs laijjQ'^ about the same ship isn't 
it. So we have three different figures(lraqi Ipr tt^^^ amount of manifested cargo 
discharged from the same ship. In this srt^f^whd'ljTOUId be believed Supplier or 
Receiver. That is the question. 

How could Lloyds cover evp^ing witf^fy 12 people down here( I know,l am 
not allowed to tell you that but.^frere,.a|| two choises. Rrst one they had an 
agreement with UN and they 1^^ exa^rhich is their position and what they have to 
do. Second one ; The Lloyd’s ^^ te^ures were done and adapted to this situation 
by the inspectors 
: the political sltuatij 
need and for hi 
Job(unloadingjWeii 
weighbridi 
trucks ,ej 
of thi 
control! 

1 ’ 





ffing 2 years. Everything was very closed analyzed 
^ical area, their togistic situation, how many people they 
paid, and especially the Iraqis way of doing this 
Sring the documents,otc ) . They tried to do their best ; 

'6 scale calibration, control the way of weighing the 
any noticeable success but they alsq realized very soon that in 90% 
they can prove that the Iraqi figures are inaccurate or to be more precise 
Jhen Lloyd's said Bingo or Evrika, Why to hire 100 people to do a proper 
'are paid only for 12 or 14. In this way appeared Ummqasr site 
resl The common sense rule, the middle way, the way to keep everybody 
>Vou can not see there anything regarding counting the bags, trucks ,etc. There 
;en inspection, survey control , checking the way Iraqis are counting the 
gs, weighing the trucks, producing the documents. So they actually realized that 
they are not going to do the same thing what Iraqis are doing. That is why they 
could manage the situation with such a small amount of people. You should 
clarify this situation with UN a.s. 3.p..Mv feelino is that we are not here to work as a 
tally mans. Do not even mention this wordto UN. Because if you will do this they will 
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|ly false.Then we wll 
rther 50 people to wofRIiere and it 


say that was what they expected you to do down hei 
have to work as tally mans and you have to hire ai 
is to late to ask for more money for this contract. 

1 hope I was very clear about all this situation. Atleist I tried to do my best but, 
unfortunately, my English needs a lot to be improved. The right person who can tell 
you more a bout Ummqasr and can a dvise you is Mr. W arwick Preston. Try to contact 
him. He Is excellent and his knowledge abdurtherprejecTare at this date invaluable. 

2 There are problems here not only with bulk and bagged cargo. Today checking 
a container ship I found all the containers with the broken seals. Captain told me th^| 
the US Navy checked all the- conlainers. Please contact UN andTnform them abouf" 
situation. The US Navy should put their own seals on thouse container which have ' 
been checked or should fax us a list with the containers opened during thelt oofitrol 

3. Spoke with UN today. They are very concerned why we did^^end any 
authentication reports these days. I had to inform them that our farc^KA v^imci-. 


tried to rent one in Basrah.^ldJt-is.n£it available. The Field 
told about this sltuaMrSdays^go. 

4. Concemln^ANUBE TRADER (Comm. No.'s 
PROTEINE); We have all the documents to sustain our^ 
have to have a policy regarding this kind of situatior 
of UN becouse they hired us to do this job. For 
classifled.(af least use to be). 

If you need any more information^Jlf asc 
working for you!!! 


Best Regards 
Adrian Baranga 


Team Leader 






!y been 
ILER 

worry. We 
sponsible only in front 
fnformation are 


lesltate to contact me. I am 
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IN^KtCMUN 8. A 


P.O. 80x6155 


1211 Geneva 6 


TEl : (022) 849.69.36 TLX ; 4 1 3 1 07 COT CH FAX : (022) 849.69.28 

/"'i 


CO^Sj 


Date 

To 

Attention 

CC 

Page(s) 
Our ref. 

Subject 


11 FeJ:>rt^ 199^ 
C^CI^AMMAN 
Mri Carlo de Hennin , 




Foitevin (Geneva) 


CDH_1 1_02_Analysis.doc 
ANALYSES 




/hanks for your fax re. the above; I agree that "fit for hurra 
meaning and leaves too much room for interpretation. 1 


Bn' has a very vague 


On the other hand, all transactions involving edi^ 
technical / phytosanitary norm/standard, w/hich is ^ 
means that the elements to be analysed vA.alw 
documents. I do not know how Lloyd's dealt 
samples should always be despatched w^ t^^® 


always relate to a specific 
^^^^^^tioned on the contracts. This 
w^^^e mentioned on the contractual 
g sables, but it seems obvious that the 
^e of the analyses, i.e. copies of the 


contractual documents where the requi^pPits are^wntioned (when you buy a car, you would 
always expect the invoice to detail t^peatu^S technical specs and equipment: well, it is the 
same for any other product). If this ^^^ot^^pi done, please ensure that all sites provide the 
contractual documents by fa)ypi ttifehYm/es received in Amman, and instmct the site to 
always attach them in the fu(gp^en^^atching samples to Amman. 


Georges Madanat and ^^^^i^^ayes know these procedures and tests yery well so I 
suggest you request the^^^ s^ vou with this issue. 

Regarding samol^^i Z^^and Umm Qasr, they are supposed to be sent to Amman via 
Baghdad for tj^^OBsing; logistics to be organised between Amman and Baghdad; I'm afraid 
that we will cars for the time being. As requested by you, I have already sent a fax 

to DHL Kijyy aitW^er to arrange collection of samples at UNIKOM - Kuwait ; do you know 
what^^Pfato l^^or Zakho, I'll discuss on Monday how to organise the despatch of the 

Ple^^roq^ mind that this is an extremely important issue for the UN and that we have made 
comnq^^TOs to avail analyses results within 72 hours from drawing the samples ... 

Best regards. 


Lucien Fernandez 
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CtTECKA IWSPECTON 
AMMAN I 


// /■’ 1 0 ffB 1599 


. 

M.ca/vt-c^i.j. 











.^- ■■ ^t^i... 






C3H^ fA^if.kCS 




UlQLit^.. 


tat — al..,. 




.^c J'. / o^" ^cy't'fr ^ ,,*.dcc.^j^^* , , , 
UOl^ 6 c < A^St.Cr^*-^ 


SA013883 
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COTECNA INSPECTION S.A. 


TEL : (022) 842.69.36 


1211 Geneva 6 
TLX; 413 107 COTCH 


[COINBI 


FAX ; (022) 849.69.28 


Date 

To 

Attention 

CC 

Fax No. 
Page(s) 
Our ref. 
"iubject 


10 February, 1999 

INTERCONTINENTAL HOTEL - AMMAN 
Carlo de Hennin - Room No. 527 
A. E. Pruniaux / A. Poifevin (Geneva) 
(00962 6) 464 52 17 / (009626) 562 46 98 

1 

CDH_1 0_02_Various.doc 

VARIOUS PENDING ISSUES 


Caleb Brett invoices for analytical services; yo^^g^^Pely right : Andre has confirmed 
that there has been no such agreement Li^^^we may receive the results of the 
analysis, but the responsibility, and the c^^^rre^is Lloyd's). 

Please fax us the invoices and sen^®gina^^feva so that we may forward them with a 
note to Lloyd's. ^ 

Sample analysis with the Iraqi ®in Bo^; I was under the impression that the Iraqi Grain 
Board only had analytical fecili^^^^^m Qasr and Baghdad. Your riote does not specify 
how and where such ^^rpati^T® been received. Could you please let us know the 
source (and copy received in writing). On the principle, this could save us 

the investment in ^^^^ nj^TOie "mobile" lab, but we should know how the 16B will 
guarantee tot^Und^^^MOe. Lastly, it would be interesting to know whether to some 
extent, the a^^gatM^ import the mobile lab would be subordinated to our acceptance 
of the pr o^ ^^member the catering and the sites. . ,). Your views will be appreciated. 

OC's iri^^^ffin Amman; we had the idea of copying them in Gva (first place of receipt), 
b ub teive^^^^ up due to the enormous amount of paperwork. We receive advance 
from N.Y. prior to them mailing the hard copies and we merely cross-check 
copies received; we then split them by site and courier them to Amman (first 
^^^^Bag sent this evening, incidentally). In the case of Amman, it is definitely not a 
^^Klea to copy them; just ensure that they have been properly split and dispatch to the 
sites without delay (cars returning after bringing samples for analysis). 


Best regards, 
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PRUNIAUX Andre 


From: 

Sent: 

To: 

Cc: 

Subject: 


-fjjL 


FERNANDEZ Lucien 
lundi, IZ-avnligOS 10:15 
colecna 
PRUNIAUX 
RE: G3 06 



Ire; ^ITEVIN Alexfe 
dj^afsampies - watting in fr 


Carlo, 

Medical samples are to be kept untiLthree months after arrival the last partial shipment pertaining to ^ ^ 
these samples a re never to be anatyg^TR ^arding their destruction, OiP in NY have lycHt^sed to r 

tind a smtdUe place lo tnanerate thern. Th eonly likely i^ace was the UNSCOM's inanerator^ c ’ 

"^waiti ng tfietrji ews. 

\^]"Be5Tfegards. 

Lucien 


From: cotecna [SMTP:cotecna@index.com.jo] 
Sent 08 April 1999 06:47 
To: LUCIEN 

Subject: G3 06 > medical samples • waiting in fr 

From: "Cotecna Inspection" <cotecna@index.can.jo> 

Date: Wed. 7 Apr 1999 16:45:25 +0300 

To: "Geneva M. Fernandez" <Lucien Fernandez^ 



It seems that some stations st% hav< 
stores, pending instructions on wt 

Quid ? 

Rgds. 

CdH 


Page1 
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PRUNlAUX Andre 


FERNANDEZ Luci* 
jeudi, 24. juin 1999/18:21 
cotecna (I a 


coiecna n a 

PRUNlAUX Andre/KHOMARAT Franck 
RE: G3 06 Sampl/ng - medieal samples - 




dieat samples - new 


These are good questions and you have a very good inspectoi^s approach; we have to stick to our 
the case of medicines, which is a contentious one as you know. We have to draw samples of « 
keep Uiem for a perkxi of three nxmths from the date frte last partel sh^ment has cros^ a^ 

We do not need to analyse them and, should the need arise, it would be OIP who would reqt^^^amples 
and deal vwfh them. I am told that the UN checks tt^e quality of the medicines at the manofac^ll^^^ for 


s. On the omef hand, we have to ensure that aS medical Si 
iditkms; it could be a good idea to check how our refrigera 


re stored in the 
are doing. 


From: cotecna [SMTP:cotecna@tndex.com4o] 

Sent 24 June 1999 16:19 
To: LUCIEN 

Subject G3 06 Sampling - medical samples"^^^^^ 

From: ""Cotecna Inspection" <colecna@iod€xcon|^P' 

Date: Thu.24Jun199913:12:05+g2pF ^ W 

To: ""Geneva M. Fernandez" <L^itF’®i^p^ez@cotecna.ci 


We keep medkal^^^w^^'arralysing them. 

I do not wonvaboi^^^^^Mng from Pasteur, Merieux, or Switzerland. 

i see, mJ^^^P^any ^ortant consignments of drugs coming from Jordan, 
EqvpU B^ ne g Svria and, lately, from Vietnam. Not only aspirm, but 
vacda^^mBiotics and other sensitive materia for IV administration and 


g y being concerned. 1 r^nenfoer, frorn nnw old days in Lebanon, 
had at U.N.R.W.A. with Lebanese and ^rian drugs for 
igees. 

ry has opened in Amman. Environmental Laboratory, specialising 
al and chen^l analyses. Their partners,are (so they claim) 
from Edmonton, Alberta (C.E-0. Jean CrOpin). The Canadian lab, 
acUng urKler a Canadian Government programme (as reported verbally, subject 
to o^n^nmation) Intends to open, In Amman, the first international private 
lab In the area, for medjcal analyses as weH, virith label ISO 25 

I intend to try the lab for our usual analyses. 

But what with the drugs made in Vietnam and other tost colonies ? 

Regards, 
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P.a 80x6155 


121 1 Geneva 6 


H=PiNS| 


la : (022) 849,159.34 \U<;413 107COtCH FAX ; (022) 849.49,28 



Dafe 

To 

Attenfion 

CC 

CC 

Fax No. 
Page{s) 
Our ref. 
■^Subject 


8 March, 1999 
UNO,I.P.-N.Y. 

Mr. Jeremy Owen - Chief Customs Expert / Contracts Processing : 
Mr. Didier ^broux / Mr. Jonas Larsen ^ 

A. E. Prupfa|K / A. Poitevin (Geneva) 

C. de HenpItitAmtnan) 1 M. Eljasz (Baghdad) 

001212 - 9638083 
2 + 2 

J_Ov/en_08_03_Claims_Proc.doc 

CUIMS FROM IRAQI RECEIVERS. 


lection / 



Dear Jeremy, ^ 

T)ie attaclied is an illusiratjon of the common daims 
example relates to an inspection carrier) out under Uoyd^® 
little eimbarrassing for Cotecna to try to deal with Ih^^tu^ 
necessary that the following points are darilied : 


^^^ie Iraqi receivers. This particular 
you may understand that it is a 
^Because such cases are frequent, it is 


Our understanding is that daims ar^^^^sed^^ctly to us by the concerned Iraqi authorities 
and that we are then only forwardto®^ ^^e OIP in New Yorlt. 

The following situations may aris^[ 

a) Authenficafion has alr^dy^^^^^^ for different figures; what does this imply? 

b) Authentication has r^^^^^^^oes the daim affect siich authentication? 

In the case of Umm ^^j^j^r^Enost daims originate, we know that due to critical shortage of 
contractual staff, it^^^^^^^^^ible to atterxl (even as a wimess) ttiS COftipletoTllllUddiiiy 
process, which either only use the manifested figures and evaluate shortages, 

damages or^^^m^^^s done by Lloyd’s), thereby ignoring the facts and figures collected 
by the lratdPI|aBW use^e fraqi’s, who are 100% present during discharge and can rightfully 
claim ihr^Mtoii^ iirHs are real whereas ours are only estimates. Keeping Lloyd’s procedures also 
ire relying on shippers’ figures to the detriment of receiver’s ^ures, meaning that 
bcting as an independerit agenL since we do not have the means to chedr 


y ^uy nnstance, as illustrated on the attached protest, the Iraqis complain that Lloyd's still 
j^^rticated figures that were not in line with those endorsed by the other parties (vessel’s and 
■‘^^’s). The Iraqi claim indicating that the authentication is to be based on Umm Oast’s 
weighbridge figures makes some sense, but we can simply not endorse them unless we are 
present during the whole operation, i.e., having inspectors 24 hours per day during the whole 
process, which cannot be made, since there are 10 vessels unloading simultaneously and we only 
have 11 inspectors. 

1 We have recently been told verbally by UN representatives to carry out thorough inspections at 
random on one particular vessel to test the value of figures generated by the Iraqi parties; what 
about the 90% of other vessels where we will not nave any independent information ; do we 
1 accept Iraqi figures or do we use manifested figures, adjusted on the basis of evaluated corrective 
factors? 
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[CD-IIMS] OO UNO.I.P. 


— N.Y. REF : J_Owen_08_03_Claims_PfOC.doc 


8Morch, 1999 


4 - For those claims relating to authentications made by Lloyd’s, what are we expected to do? 

5 - For the claims relating to authentications made by Cotecna, what should be our position towards 

the Iraqi authorities? 



Best regards, 


Lutfeirfemiandez 
Contract ^nager 


It is urgent that answers are received in relation with the above mentioned procedures, since we are 
under pressure from the Iraqi side to accept their staternents. If we may express an we 

understand that we have to do our own count or weight determination, but when it ^^Mcally 
impossible and there is a claim from the receivers, we need to know what actions hajreto^^^p or 
which answers have to be given. 

As usual, we are grateful for your early indications regarding the foregoing, stac^^^^not v«sh to 
appear as biased in our role of independent agent 


Page 2 of 2 
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UNSCR986PKOJECT 

COTECNA INSPECTION S.A. 

BAGHDAD OFFICE TEL 00873 761 375 645 FAX. 00873 761 478 179 


DD"lNS 


! 07 March 1999 
! Mr. V. Kulyh - Custoou / Technical Expert 
: Mr. C. dcKannin - Reid Mana«er 
Mr. A. Baianga- Ihnm Qair Team Uadtr 
:4 

:2S/CNW9 

: Ret Comm. 4227 & 4279 


DATE 
ATTN. 

CC 

PAGE(S) 

OtiRREF 

SUBJECT 


DearVeme, 

Please find attached the fax messa^ I received h 
viaUNOHCL 

For your infonnatiot), I abeaefy introduced 
no. 12/CN/99 dated 1 5 Fdj 99), as we lljaitB Y 
Leader (fax no. l(VCA/99). 

Please inform Mr. J.Owen aboi 


Best regards, 

MarekEljasz 
Cotecna 




of Agriculture 


oye problcrns (se*. &x 
r & Uirrm Qasr Team 
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A 


- MlnUliy o( AStNiUire 

state company for AGWCULTORAl SUPaiES 

IMazefia • BaghdaiJ • IRAQ 


W; “ 


TO 


Fax top urgent 

COTECNIA -BAGHDAD 


\RE WOTJlDUKETOREFERTOOmPAXMESSEGBBS 700D 
D5 DATED H/Z/19SS .. 

TOEN WE INFORM YOU THAT ITIE SHORT LANDED qi 
NORBALK RAAON & DANUB TRADER WAS I9J3 M/T * 
jiKqujmfj- vou'roiKroj(MTiroooncBBM»j>rAi>Ti- 
PAYMENT tub VALUE OP THE CONSIGNMENT. 

RECEIVED COPIES OP PAYMENT TLEXES 
CENTRAL BANK OF IRAq INTORMING 
VALUE OF THE L/C NEGLECTING THE SHI 


EFFECTING OUR RIGHTS KNOWING 
YOUR COMPANY AS ASUPER INTEND: 
& THE RECEIVER RIGHTS BECAUS:' 

QUANrrriTY &/or regected 
OF PACTS i THE DAILY D1 
SIDS A ALL THE MENTlOl 
WEIGHBRIDGE TEKBTS 
REPRESENTATIVE INUM 
Sc NON ECCEFTANi 
DID NOT PROTEi 
PAYMENT IS 
STANDARIZED 
HAS BEEN i: 

CONFIKMATloi 
POUT) 







M.V 
VfE 

OM 
.TLYWB 
BNP TO THE 
PAID THE FULL 
.THIS PRACTICE IS 
OP VIEW IS THAT 
PROTECT THE SHIPPER 
HCJRI LANDED A/OR DAMEG 
lEPEND ON THE STAITIMENT 
arOPTHEVESSELPROM ONE 
trf ARB depend on. CALEBRATED 

OP rr is dkleverd to vom 
’CE WB declare HERB OUR PROTEST 
’END BECAUSE AS WE SAID ABOVE YOU 
F^SPEOALY THB L/C STATATED TIUT 
►AFTER THE UNITED NATIONS ADVISED THATTHE . 
N OF THB ARRIVAL OP THE GOODS IN IRAQ 
iING TO OUR knowledge the STANDARIZED 
DEPENDED ON THB WEIGHBRIDGE OF UM QASER 

CEWE YOUR RffLYSOOMESTPOSSIBlE _ 
thanks & BEST REGARDS 




DIRECIDB GENERAL & CWnwa 

/i/m 


COTECNA- GENEVA 


P.OBOX ma TIX ! 26S0 TaWSMD . iw ALAP.PAX-. 9M.I.225E33PH0»:42S^ 
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COTECNA INSPECTION S.A. 


P.O.Box 6155 • 1211 G^teva 6 - Swtzeriaid 

TEL : (022) 849.69.00 / TLX : 413 107 COT CH / FAX : (022) 849.69.28 


UN SCR-986 PROGRAMME 
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Mifihtjy of AgriculUifd 

STATE COMPANY FOR AORICUITURAL SUPPLIES 

W»x*ria - Paghdaii IRAQ 


0 a I 

dale: /s / 3/1999 


FAX TOPUKGKN'f 

TO : COTKCNA - BAGHDAD 
SUB : CONTBACT AIAT fMOU^ / 6 /9K 


Wirn BEORBT WOULD UKE TO XNFOKM YOV TKAT 
ACABLE dated 1/3/95 STATED THAT rATMENl’ 'lU COKO 
D/C Mi/dl/OR BMP T7C milOpf) ]SBPPJaCTBT>ONt/V99AMi 
WHILE WE INFORM YOU BY OUR FAX MESSBG 

imCABDlNG THE DAMEG CARGO & THE 3HOKT 
WAS 85.100 . M/T CROSS THE NET IS 84.767M/T 
UNBORTUNATLY Wn NOTICED THAT »Nr PAID 

OFFICIAL CERTIPICAT OF SHORTAGE & D 
AUTHORTIY & THE STATEMENT OF FACT 
ACCORDING TO THE DBTALS OF OUR 
CALCULATION SHOWS THAT THE RNP ^VE 
FACTS WHICH mentioned ABOVE TH: 

NTC CO. AS YOU HAVE BEEN AWARD! 

THAT OtJll KIUHTY are NOT BEEN 
OFFICIAL INFORMATION KNOWIi 
CROSS RACED IN RAGS 


BAG BECAUSE THECONTRAi 
BE FAID IS FOR 4915J34M. 
COROMO CO. TO REIM 
DEFISNDING ON THE 
APPRICIATED 




LIIS DAY 
LBANK 

ISD 2414034 

DBTAILES 
QUANJITES 
USD 4153$ BUT 
iNlTNSFlTOF'mE 
UM QASBJi FOlit 
flSCHARCHING REPORT ( 
MESSBG ). THE FINAL : 
USD 5570 NBGXeCTING THE 
iT WAS T>oNB Wjsnx Hi/iTas ifc 

COROMA MAKES US FEEL 

iD ESPBCIALY ITS DEPEND ON 
ARGED.QUANTITY WAS 4934.900 M/T 
aoo CRAM WRIGHT OP BACH &}tfPTV 
lASIS HENCE THE ACTUAL VALUE SHOULD 
‘AKS the NECESSARY ACHON TO OBUGB 
AT ONCE THE USD 5570 TO THE BNP 
CTS . YOUR PROMPT ACTIONS WILL BE HIGLY 


YOUK REPLY SOONEST POSSIBLE 
THANKS & BEST RBGA^ 


7" 



4 

a^OT^RlA - geneva ATT MR. LOSYAN- PRO«CT MANEGER PL5 TAKE THE 
:CESSARY ACTIONS FROM YOUR SIDE A ADVISE '■ 

GROMO CO. WE ASTONISHED YOUR ACCEPTANCE THE EXTRA PAYMENT AS YOUR 

EPRKSMTATTVa MR. eAMEMl«KVtlUW/vC|NUM<aACl.lll'Vt«t VV) n I WVII VCLCO/STION 

'TO SUPERVISE OISCHAROtNO DPERATIOM STEPBY STEP 8 HE IS FULLY INFORMED . 
ABOUT THE DAMEG 8 SHORTAGE CARGO . PL6 PAY BACK THE EXTRA FUNDS TO BNP ft 
ANO CLAIM TO P.I CLUO ft/OR INSUANCE CO. TO GET YOUR RIGHTS 8 ADVISE . 


MOHAMAD KHAIRI MOHAMAD 
DIRECTOR GENERAL & Chitman 

/3/1999 


ABoel: 1498 

P.O BOX 2S028 lUi : 2S81I TAWMED . 2634 ALAF, FAXV M4-1-22S0233 PHON : .ZSOhTTT 
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MINISTRY OF A GRICULTURE 


STATE COMPANY FOR 

AGRICULTURAL SUPPLIES 

WAZERIA- BAGHDAD - IRAQ 


CajW^NA REGlSll iK / OFPin ! 
BAGHDAD 





ntOU: 

COMMERO A! . DBFI’ 





REFKRNCK No.K7110I8 

VBOlBilliKn 'iOINHOUMYOU 'IHKPOUAA® 

1 Ai.V. KlNZANMARUijODKr>wmi 
MEAL SUPPJ JED l-KOM SCXXIPA CO! 
HlSARIHED UM t^ASKR < ;i 7 ATIT^ LT . 


2 - ACCORDING 'I'O DISCI 
PACTS ISSED BY IRAQ Sl’i 
AGliNl ) AND SIGNm 1(1 
QUANTITY IS 82.756^^-^Nl' 
r«}ini.wp.K;HiNfi 


3-DiSCHARGQ 
WElGH'l' 





M^.ROSS wuicm' OF SOYA BEAN 
EDUMQASER PORTON 7 / 2/99 


IFRTDA IFT) IS/Z/'W AMI ) Sl A-|1<WKNTOF 

!Y FOR WA’ITO IRANSPORT ( AS VESSEL 
AS WELL STATED THAT SHORT lANDI'D 
Hi DAMEG CARGO LEFT ON BORD IS 356 BAGS 


P BAGS IS 192426 BAGS WEIGHING 9601.730 M A’ 


OVE THU QUANITTY WHICH WAS RPGEIVRD AT PORT OF UM 
9601,730 M.A OF SOYA BEAN MEAL WHICH VALUE OP SAID 
)UU3 BliPAlDTO TUF. SUPPLIiai 


P.O.BOX 26028 Tl.X : 2680 TAWKEED . 2634 ALFA. 
FAX :964-l-2250233 PHON: 4250230-1 


SA001895 



300 


MDMSTFIV OF AGmCULTUR^. ■ 

STATE COMPANY FOR /C 
’AGRICULTURAL SUPPLIES 

• WA2ERIA- BAGHDAD - IRAQ 





PLEASJi ‘J'AKJs NICESSAUY ACilONS TcilNl'UKM lHEl-ONCHKIlDMKnES 
AND ADVISE. 


BEST RRGABDS AND THANKS IN ADVANCE 




!?!^HAMAD 

DIRECT^^^^RAL & a ) AIRMAN 


CCTO: 

camtNA GENJjp ^ ■.IWIjg.LOSYAN -PROJECTNANAGl'fi - 
PI-EASE ACllONSPROM VOUR SIDE AS WE1,L. 

PLS SUBMIT SHIPPING IXXIUMKNr TO BNP ON IHU ABOVE 
AND ADVISE .B. REGARDS 
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It-- ‘fitj 

jJliiJl ^!Jil *jWJ L.U)I iSj-lJI 

jU \ Ut a^SU. - jlil; 

piii-5 f5 /V^ \Mpt>fi--x ‘t-^' 

; 33^ ’.o-i-Ji 

r It'd! 33 
/ / 


•#Sa 
%. : • 


Ministry of Trade 

State Co. For. Foodstuff Trading 

P.O So* 543 -Baghdad 

Tel; 882X550 - 8215270 

TLX ; 21 • 2232 MBYMT IK 
21-2608CFOOD1K 
21-4450BSTUFFIK 
FAX :2S30370- 285228 
2852496, 







ISM 

BmsOX 

TVS COKJIKMED 
IOADI3D OK ABOTE 


TO: CONIEC8A BBHScnDS 8.A /BM QASER 

5tIB/msESIICU^.:Q/W , 
snrrUMk : ooroo co, cfflNA 

LfC :B79«««4-SKQM0.U36 

OSAB.5IIS: 

y p ia ' iusit TO ooK isnsss iok above wimn ,m v< 

YOV THATtXlKXI CO, HAS SEmxD QBANUnr C* 1*000 
VESSEL “JEKG OH fflAN •WHB3HA»WVKI> TJM Qi 
SasCEtSHIG QUAKOTY 12SS*,*(OMntON TRCOt 
VESSEL. 

THE B.K.r SAXO TO ABOVE COtBSOS^l^rT^Sluai^aUiOK lOnSBOKllKED maa i v 
KKOE IHOOSaHD EKOT HtnwSED ^&!0[S^K:lISDftHm OHE CEKT COVESIHG 
14«S,OTMTON. j 

TOE PISWRKKCE nr >^^^^^||H9,0S3,»(QRE MHITOH TOKIY HWE IBonaAMD 
HUTIY THREE tiaD*^^^^^ftS)TO COYEKl<01.«CSMTOK.t«E{^ SBRUTK MOST 
COMKSSAI^^^paiH^CT ESQfMEKT'C# GOODS INSIEAS OR TO EEFAY S^. 

YOBS OOrcSlOEBATiOK AM) IMORM B.K.E AOCO R^ GLY . 

thahkotg Yon , -WE majASS . 




UMOHCI RADIO ROOM 


'8HAR 




YOUBS 


BAG HD A!.. 


MRE CTOK CTKEBAt 
YorJsilrM.AB»TiLJtAHMAK 
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Dafe 

To 

Atfentlon 

CC 

Fax No. 
Page(s) 
Our ref. 
Subject 


Dear Maciej, 


15June,1999 ^ 

COTECNA UMM QASR ^ ^ ^ 

Maciei LUtflENSKI 

A. E. Prunmux / A. Poifevin (Geneva) | Mr. C. de Hennin j 

00873 -^ 2^752 . 

Umm_Qasr_l S_06_Delays.doc 

DELAYS IN AUTHENTICATIONS. 


It appears that there are some marginal i; 
disruptions in the authentication process. Pie 

1 - When the ship does not have shipping i 

a) Try to obtain them from the suppli . ,, 


b) If nothing is received from thg 
so that they try to obtain t^fi 

c) Under no circumstahi^g 
documents fromji^ivCT^ 



teafe unwanted delays or 
I following guidelines : 

ke the following steps : 


^Iter wpm 2-3 days from your request, inform DIP 
supplier via the supplier’s Mission in NY; 

allowed to request / accept shipping 


When Iraqi figures 
please proceed « 
adjusted 

where apaaSM^ 


available within 2-3 days from completion of discharge, 
^^te landed quantities, based on manifested figures and 
ascertained shortages / pilferage / sweeping (visual findings). 


3 - For th^^^^eing, and until our systems are suitably modified, please refrain from 
ett^ng remarks on the authentication sheets, unless the goods are not fit for 
^^Kflfen^jmption. This is motivated by the fact that Lloyd’s used to send such remarks 
^K^P^Ktachment that was not conveyed to Treasury because quality disputes are 
^^ ffintt^ cial issues in which neither OIP nor Cotecna have to be involved; now that these 
4 ®^wations appear on the actual authentication sheet, the Treasury in New York does 
not know whether payment can be effected, therefore these authentications are left 
pending forever. However, if there are quality problems, you are welcome to quote them to 
OIP by a separate communication clearly identifying the shipment. 

Referring to your today’s note on Mr. Biernacki’s problem, I would like to stress that, whether or 
not Iraqi figures are made available, how reliable will they be if you have not been witnessing 
the weighing process? How then has it been done in the past, since there are quantity 
shortages claimed by the Iraqi receivers on virtually every shipment, whereas it is the 
manifested figures that have been authenticated. 


Permanenl Subcommillec on Inveslipalintis 

EXHIBIT #32c 
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COINS oo 


REF ; UmmjQasrJ5_06_Delays.doc 


IS June, 1999 


As a matter of interest, whenever we have witnessed the making-up of discharge figures, we 
have always found blatant cheating on the Iraqi part. Manifested figures are correct, to the 
extent that they have been verified and endorsed by several parties during the loading of the 
vessels; shortages on arrival can therefore only result from the discharge operations. Again, by 
paying regular visits during the discharge of the vessels, your inspectors will evali^^^sses 
resulting from the discharge and make an educated guess of the resulting short^^fcere 
applicable. 





Contrary to what you state in your fax, I am told that three days was ^ waiting 

period for receiving Iraqi figures that prevailed up to just over two m^^^gc^^Psource in 
Jean Azouri and OIP); coincidentally, delays in authentications hay^^^W^rfenced since 
then ... In the light of the above, please confirm that all authentic^^p^^^g the receipt of 
Iraqi figures have been cleared as at today. 

I appreciate the job is quite new to you and wish to thank S^raordinary efforts and 

helpfulness; may I suggest that, in case of doubt as any given situation, you 

contact Jean Azouri in Zakho; Jean has been since the beginning of the 

programme and knows the answers to all your pos^^^^^rons. Of course, you are always 
welcome to contact me and I shall do my best t^^is^^feupport you in your endeavours. 


Best regards. 


Page 2 of 2 
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Notes from meeting with Cotecna 23 - 25 March 1999. 


Discussed Mr. Larsen’s mission report. 


Cotecna will perform a presentation of the company and their work in Iraq at the meeting in May 
in Baghdad. 

Cotecna stated that actions have already been taken to solve the situation in Zakho. 

OIP will investigate the possibility of where to destroy medieal samples discreetly in I 

A job description for Mr. Marek Eljasz will be done and presented to UNOHCl itj 
his duties in Baghdad. 

Security OfiicCT in Baghdad will be asked to forward an evacuation plan| 

Independent inspection agents. 

OIP will investigate the seals that are broken by MIF and not repi 


OIP will raise the problem with the Iraqis in regards to th^ 
Umm Qaw until after 2-3 weeks after arrival. 

Cotecna were advised that Mr. Kulyk would visit 
mentioned in Mr. Larsen’s mission report. 


Invoicing: 

Discussions with Ms Neeta Tql|pi E: 
final discussions are done 

The format, which thi 
acceptable. 





nine the cargo in 
he recommendations 


s in regards to invoicing. OIP will respond after 
tiotecna can bill for inspectors in Iraq. 

ented in for the February invoice, was agreed as 


ompnteia: 

has arrived to Amman and will hrqrefully arrive to Trebil on the 26 Match. 


of OC tetter and contract to be sent to Amman office instead of Geneva upon official 
Cotecna. 

__ Soposed amendment to contract in regards to larger communication costs will be accepted 
but will be reviewed after 6 months. 


OIP will investigate Cotecnas claim that dial up to V-sat will be at no cost to the UN. 


Permanent .Subcommittee on Investigations 

EXHIBIT #33 
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Treasury: 

It has been proposed by Cotecna to forward the authentication sheets by using E-mail instead of 
using fax communication. 


Mr. Lucien Fernandez from Cotecna explained the security system to be used and Treasury 
agreed upon a trial period. 

UN will set a date for the trial period to commence once received a response from Cotecna in 
regards to fax sent to them in regards to security. 

The trial period is to last for one week when Cotecna will forward authentication sheets both bj?^ 
using fax and E-mail. If the procedure for sending authentications is acceptable the . 
authentications wilt be sent from the sites daily. 


OLA: 

Cotecna raised their concern of acting independently especially in Umm 
them that all the claims should be forwarded to OIP. They are 
commercial disputes between supplier and buyer. They ate to in: 
they will forward them to OIP. 


OIP will inform the Permanent Mission of Iraq to the U| 
Cotecna should be addressed to OIP through the Missioi 


CPS will agree with Cotecna on definition of pi 

Cotecna is not to perform any pre-shig^mt or 
UNSCR 98S resolution 





ifredto 


mg claims that 


lat all the claims sent to 


to quality and quantity 
shipment \{ goods destined for iTasf^ada the 


Staff: 

It was agreed that Coti 

Cotecna will f< 
employed. 



:t up a liaison oilice in New York. 

Runary of Customs officers that already are or will be 


site procedures and an official proposal to change the number of staff on the 


Ijll ^vide CPS with medical health certificate for the inspectors. For practical reasons 
I that (he former Lloyd’s employees will conduct a medical examination when 
Ssia^Krough Amman for leave. 


Jeremy Owen AndrJ Pruniaux 

Chief Customs Officer Senior Vice President 

Contract Processing Section COTECNA 
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COTECNA 

OUTSTANDING MATTERS 


Work Required 


Formal response to Jonas Larsen’s mission report, including 
remedial actions taken or to be taken. 

2 Frovition of ate procedures and sampling methods. |6^pnl 

3 Response to OIF’s fax on e-mail authentications. 3 1 

4 Frovision of medical certiticates for Cotecna inspectors and 

proposal for ex-Lloyd’s Register inspectors. j 

5 Forwarding to Contracts Processing Section (CPS), clauns 1 ^^^Me 

and comments received by Cotecna from GovemmentM^^ ^ 

lraq(G01). ^ 

6 Provision of a proposal to change staff distrih^^^ ^^\ptil 1999 

7 Job description for Baghdad Liaison 0|^^o t^^^d 9 April 1999 

with on*. ^ 





N. Tolani 

S. Katz 

T. Afeworki 


SA002260 




307 


OFFICE OF THE IRAQ PROGRAMME 
(Contracts Processing Section) 

OUTSTANDING MATTERS 


Work Rcqnired 


Fax to UNOHCI regarding security evacuations. 


Report on container seals broken by MIF. 


ConfinnaUon on diargeable mandays to be invoiced. 


Instructions to Cotecna regarding correspondence recei 
from the Government of Iraq (GOI). 


Letter to Permanent Mission of Iraq regarding 


Letter confirming OIF does not require Coti 
Office in New York, 


Confirmation of rq>lication schedi 


" 





cc.'^^'Almstrom 
N. Tolani 

S. Katz 

T. Afeworki 
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COMMENTS AND ANSWERS TO MR. LARSEN’S REPORT 


Meeting Canal Hotel 


No comments. 

The suggestions made by MDOU are not realistic. 
ZAKHO 

I have not awaited Mr. Larsen's report for : 

a) carrying out an unannounced inspection myself;^ 

b) ordering a full audit that took two weeks, 
desk at the end of March. 

Unfortunately, it is not apparent - ti 
immediate and large effect 


vf which reached my 

e audit mission has had an 



1. inspection duties 


During the audit 
and recommei 


techniques and improvements have been explained 


ebeea__i 


For the not so sure that the audit’s recommendations have 

ollow^^^^lly Un^mented. 


arry out another inspection myself, some days after the new station 
taken up his duties. 


free procedures 


"^TamafraidMc Larsertjs rigbLotLalnKi&t.all epunte!^ 

The audit report states that samples are now under lock. I shall see. 
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Mr. Larsen is right on the issue of the local interpreter, who does some 
interpreting in addition to his other tasks. 1 witnessed the same things as Mr. 
Larsen. Now the audit report, as well as Mr. Szymicek, state that the issue is 
under control, ttiat the local interpreter has no access to files any more, and that 
he did not, nor does, process data. 


24 hour coverage in the office has been si 
^ at ungodly hours, also in the other sites. 


' -3. Human resources 


. The station head was dei 
^,^po'inted station 
promoted3epuf 


A major troubi 






I fail to believe that the local interpreter has, from one day into another, red^^d | 
his activities and does not have access to the office any more. He defi"'*' 
processed data, me and Mr. Larsen witnessing, and the denial by I 
does not make any sense. 

I am not convinced, audit’s advice notwithstanding, that the lo 
necessftyn shall see for myself, together with Uifliew sfaS^ 

“Iiavffimy in Trebil, and Trebil works well without 

24 hour coverage at the border does not make 
during the night. 


experienced deputy from Trebil has been\ 
f the best inspectors from Zakho has beetv 


ired. 


r. Arsen’s comments on spreading nationalities. But with a 
inspectors coming from the same countries, an optimal spreading 
hful thinking. We have broken up the Czech connection, but are 
e Philippine connection, and we added an Hungarian connection. 

see for myself whether there is any improvement on the ethnic separation 
ome. Of course, the ethnic separation was enhanced by the absence of 
human resources management. On the other hand, the poor knowledge of 
English of many inspectors entails reverting lo their native language. 
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4. Security issues 


Zakho was not informed on the restricted movement on the road. As a matter of 
fact, neither was I. Nobody was. Not our fault. 


Conclusion 


That Zakho is not fulfilling its contractu 


UMM QASR 


Mr. Larsen’s comments on equipment omit to^ 
Our equipment works fine, we have four 
excellenL were it not that it is New York thal 



I c annot acc ept Mr.J,grse n'^nsid ii 
Comments on the port procegg^^ani 


Lloyd’s equipment, 
everything would be 
inction. 


ilk) : not of our concern. 


I am too well avrare of th! 
objeptive. We receiv^onl 
still(do not have 

Iraqi authorisai 
the SheraJ 


ation problem. Again, Mr. Larsen is not 
the imp<^ authorisation for the cabins. We 
UMiBoffTb'eiaenaThe’raiTi^vrhich is a prerequisite to 
^ e'SheraTon and the camp vras also subject to 
the end, it was the U.N. who stopped us from using 




The j^ar ^at there are only two inspectors with customs experience is, again, 
unf ^BM ^ther inspectors were approved by U.N. And I personally do not think 
le^^^ to have only customs officers, which seems to have become, a 
fiMion. 
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ALWALEED 


I do not think it is a prerequisite to have a station head and a deputy on site 
when some acting inspector perfectly fits the job of the captain of the football 
team which A! Waleed’s staff mainly is. 


I was not aware of the procedure of the summary sheet. See my remarks in,ft\e 
paragraph dealing with Mr. Larsen’s final conclusions. 


Same comments 
experience. 


TREBIL 


apply regarding his remark on inspectors 


Same comments apply as for the other sites 
and our system work fine : it is New Yorj 
equipment arrived, the optical disk sent froi 


I know quite well that accomodation i^ 
then, New York never objected^gpin, 
Government. 




®dis. Our equipment 
not function. Before our 
indeed did the job. 


Hcienf. It was for Lloyd’s as well, but, 
xclusively to be attributed to Iraqi 


I am glad to hear that the t^fearnp® procedures made Mr. Larsen happy. 


Same comments og ^mar^rega£dmg-inspeGtorsivitb_customs experience. 

fe'Jacquelin ; il y a une mouche au plafond. 



7 


iretary was recruited even before Mr. Larsen left my field, 
ire him saying so. 


had the idea 


The question of extending his office hours at Canal Hotel is not realistic, as Mr. 
Eljasz spends many more hours at Canal Hotel than most of the U.N. officers. It 
would be appreciated, on the contrary, that the U.N. ensure the presence of their 
staff before 10:30 Hr and after 14:30 Hr. 
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1 am not happy myself with the double office, but I see the necessity due to the 
absence of confidentiality at Canal. Each and every communication is noted and 
circulated. 


AMMAN OFFICE 


No comments, of course. 


GENERAL FOR ALL SITES 


The discussion on the scope of work is a matti 
policy. Obvtously, both patties have differej 
policy is, technically speaking, wrong. Are 
is not risk assessment, and I fail to see l}is 

We. of course, had our equipment o^ 
people who were meeting in 
wouldn't make it 


PERSONNEL 





iny poficy and U.N. 
think the U.N.'s 
;pect or not ? InspecSort 


working on time. Sony for the 
waiting - and hoping - that we 


irge number of ex perienced inspectors chose to leave the 
Jhey leffbefore, for reasons of miscalculation of 


Itale is not l ow, I must contradict this . Some inspectors may leave, 
auge~the7Tmd better contracts. TRS happens everywhere in the 
Fand at any time, and it s not a phenomenon related to Cotecna only. Until 
W, we had only one resignation, due to his going back to the Army, and 
hother resignation which was announced from the beginning of his contract. 


Your visiting the sRes, talk to the people and solve the problem is an empty idea, 
because Mr. Larsen does not say what the problem is. There is no general 
problem. There are some questions, indeed, mainly regarding the leave in one 
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period. If some staff are of the opinion that their situation was better under 
Lloyd's, they are wrong. The difference in salary is not that large. They benefited 
from some advantages and liberties indeed (days off in Baghdad, for instance), 
but these liberties were in contradiction wnth Lbyd’s contractual obligations to the 
U.N . The U.N. j oeveLo biected to Llo yd’s as they do to us^Some lost advantages 
are compensated with other advantages now. " ' 


I must say that I am in control of the so called problem. See my remarks i 
final paragraph. 


We are now receiving nothing else but customs inspectors. We will ! 
happen. As said, I am not convinced by the U.N. requirement j 
customs officers. It was not a requirement when you presente 
of new inspectors, was it ? 

His - ^ainbsidious - remark on the presentation of aj 
for the^swer'thatthis'vras exattiypart of hiSjob,T 


lum calls 


CONCLUSION 


But thou shrieking harbinger, fq 
.thou not near. 

I disagree that we provide 
contradicts himself th^ 
particulaiy ■■ 

Why should 
obsolete 
and 







the bend, [...] to this troop come 


i minimum acceptable level. Mr. Larsen; 

I conclusion compared to his comments in '' 


ler decline ? The decline was possible due to the 
not reliable communications, inadequate syst^s 
New York level. Mr. Larsen obviously handles different 


in talking of Lloyd’s and of Cotecna. 
me improvements possible; there always are. 


have already been implemented : equipment, telecom, sampling, 
gement problems in Zakho. . 


Some are in progress : sample transport (when our fleet will eventually arrive), 
analyses (laboratory up to strength, further equipped and worldng almost 
exclusively for us - no delays any more (although U.N. was not so strict on 
delays when Lloyd’s took 15 to 20 days]), troop’s morale on certain issues. 
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Some have still to be done : better telecoms for Amman and Baghdad (fax), 
better E-mail transmission (U.N. server), tighter incident reporting and handling, 
more strict abidance by operational procedures, more operational control, more 
attention to staffs welfare (although they cannot complain on Amman’s 
hospitality), more discipline on the movements of staff, some flexibility on leaves 
and transport costs, better use of telephone and fax, better packing and securing 
of cargo, standardising of equipment, advanced first aid, ... etc. ‘ 


Pursuanf to the authority vested with me jD'^atdtdahbfc-willTcId 
mandate as laid d own in your rriernorandi(^of Januaiy 21^7^11^1 
operatfohal control. T^^ttier aspects are atr*^- • 




uriaefTrdnm)l. !• I ri u' 1 1 


pqve a ■ 

TiSIeTnbre " fldkiBinty' dp staff holidays (two periods, our covotb'S^ the for 

“these4«ho-request-it^ nS CTetybody does), I am sure the^^ropl^’be nW more 
“low” morale. I can talk to the staff on any other issue. 


We are ready for the next inspection from New Yoi 
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® fi Poitevin (Geneva) | C. de Hennin (Amma'jfe'^ 

001212 - 963£i083 

J_Owen_19_04_Larsen_Report.doc 

RESPONSE TO J. LARSEN’S MISSION REPORT. ^ 



.Dear Jeremy, 

As agreed, please find our formal comments to Jonas Larsen^^^®>repott. It is our view that 
such missions and reports are to be looked at as mea Q^ yr^mv^ur output and correct our 
possible shortcomings, but it is also our view that s^^^^^Kts may also give misleading 
impressions (we experienced something similat^di^^^urreconnaissance mission mid- 
January), therefore we will strictly stick to the fa^^^ed^^nas’s report. 


Most of the points raised in Jonas’s ^Mt^^ready been identified by Cotecna and remedial 
actton had been planned. The faHpwi^^^^mave been taken : 

1 - A full 3 weeks audit w^^^^dout during the month of March by a senior Team Leader 
and, as a result, the^^^^^^s have been taken : 

^ a) The no mr^p r^^^^^elatinq to Agency goods have been restored, although not 
to the^^^OTle^^t This being the responsibility of the Team Leader and the 
lattej^pn^ffepeatedly ignored injunctions, it has been decided to renaove the Team 
Le^^ ^m his position and to appoint a new Team Leader instead. Mr. Goran Ciric 
^ ^ ^as^ ^^ mppointed Team Leader and Mr. Maciej Lubjenski appointed Deputy Team 
^^^^^e^pffective April 16*'.; both inspectors have a strong experience of this site and 
proven both responsible and disciplined. 

^^^®pectors have now been re-shuffled and their shifts changed in such a way that 
,^^thnic groups are not entertained any longer. This was a simple management / 
leadership issue, rather than a nationality issue; our auditor has already ensured 
more interaction between inspectors by merely ensuring that meals times and 
locations would be identical for all inspectors and by assigning additional duttes 
related to the management / maintenance of the camp, all activities carried out jointly 
by staff of different nationalities. One inspector who had a quite unacceptable 
attitude towards Kurds, drivers and colleagues alike was revoked; he apparently 
already had a negative track record while working with Lloyd’s. Two inspectors 
(same nationality) who did not adhere to the team spirit were transferred to two 
different sites. It can be said that the cohesion of the team has now been durably 
achieved. 


Permanent Suhcommittet on Invesligalions 

EXHIBIT #35 
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c) Our auditor immediately enforced mid-March the secure storing of samples and 
closed files in a locked room; it should be noted that this is exactly how we found the 
organisation of the site when we took over; presumably, you must have noticed this 
when you conducted his last mission. 


d) Similarly, our auditor implemented 24 hour coverage at the border. 

e) The Interpreter's tasks have been limited to those inherent in his trade; it siwld be 
said that he wasn't doing anything that he had not been previously doin^ffler to 
Cotecna taking over. 

AlOiough some improvement is still expected on the communications wit® BWig 
a priority task of the new site’s management, it is Cotecna’s opinioij»th^ i now 

satisfactorily fulfilling its contractual obligations. 


Umm Qasr 

the traffic figures quoted in the report are to be analyse! 
proposal made separately to the OIP. In our view, as clear! 
New York in March, the site’s staffing does not allow to, 
we further believe that these have not been compreh' 


Regarding the computer problems, these wer^ 
been a constant and recurring concern 
communications equipment leased durij 
pemanent patching in order to be kepi 
for riKinths prior to our appointment 
more than sufficient communication: 
previous one, as well as twrjjjgini 
equipment It should be n^ 

PC’s and communicationJH 

Inspectors staying at Baa 
security situation fad^ d ti 
site in order to a^ffil^date 


AlWah 





with our staffing 
I during our meeting in . 
fctual responsibilities, and 
I in the past either. 

related to the hardware; this has 
since all data processing and 
■thii^^Pim period kept failing and required 
vwunderstand that this has been happening 
ipment has now been installed and there are 
(Inmarsat B allowing a spreed of 7 times the 
•nes as backup per site) and data processing 
fecna had already dedded to increase the number of 
igning the contract 

en transferred to other sites due to the deterioration of the 
by Cotecna, as requested); Cotecna is adding 4 cabins to this 
additional inspectors, should its proposal be accepted by OIP. 




er of this site was only available for a short period, but suitable replacement has 
me^ppfe^bn found and an experienced Deputy ft with Customs background has been 
pror^ "" 

Traffic is stilt very low and inspectors get additional training in Trebil; Cotecna would be happy 
to come to an agreement in order to man the site for only 12 hours, since we believe that the 
inspectors in excess in Al Waleed could find a much better use in Umm Qasr. We still need to 
know which authorities to approach in order to come to an agreement. 

Summary sheets had always been shown to the Iraqis prior to authentication; it appears that it 
had been authorised by OIP. During our recent meetings in New York, we were told that fact 
sheets could be shown, but this point has not been reported in the minutes : we need this to be 
confirmed in writing by OIP. 
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Trebil 

Problems with Lotus Notes data base have continued during the month of March and April; 
these were due to the change of data base structure. A new generation of Lotus Notes data 
base and application is now in use. 






Accommodatbn had been insufficient for inspectors for over 7 months when Cotecna took over, 
new cabins have meanwhile been approved and shipped on site and we are still awaiting the 
completion of the civil works by the Ministry’s contractor. 


Baghdad Liaison Office 

Decision to hire a secretary had already been taken, and the candktati 
the inspection was carried out; if was only pending the aufhorisafig 
proceeding with the hiring. Meanwhile, the new staff has joined our 

Premises at the Canal Hotel do not allow Cotecna to extend 
the other hand, our Liaison Officer is virtually 24 hours per d 
from OIP in New York; it is therefore considered that his sta; 
to attend the business is not practical, since he would 

General for all sites 

Cotecna accepts that its understanding 
should also be noted that Lloyd's proi 
Cotecna ever received. It was assumi 
OIP; if it is not the case, specific gui 
can only work on the 
regarding 100% inspection 
that are representative 
intemationai standards, 
applicable to the qu^ 

-it has to be 100%, 


the time 
I prior to 

esence there; on 
end late night calls 
rvely at the Canal Hotel 
to rest. 


se ^a^ work may need to be reviewed, but it 
^s for all sites in all) are the only ones 
minimal procedures were in agreement with 
Tuld urgently be issued by OIP. Meanwhile, we 
s made verbally by OIP/CPS. The statement 
be qualified : Cotecna applies random procedures 
le quality / quantity of the consignments, based on 
any way perform 100% inspections. This is particularly 
quantity is concerned, Cotecna’s contract Is unequivocal : 


nethod that Cotecna has been using for quite some time, but we fail to 
uid possibly be applied in Umm Qasr, and at the same time still comply 
Pbbligations. Whilst risk assessment can be applied to manufactured / 
Ssed on manufacturers’ record and quality assurance systems, there is no 
f formula applicable to commodities, since the ultimate quality of the products is 
fto the product itself, and can be influenced by factors beyond the control of the 
Bers, generally), such as storage, transport, handling, transshiprnenL discharge, etc. 
However, Cotecna would be happy to apply risk assessment methods and will welcome any 
suggestion made by OIP/CPS, particularly for Umm Qasr. 

The remark made on the report regarding Cotecna’s equipment is now out of date; problems 
currently experienced in the aiithenticatton process are not attributable to Cotecna. 


Personnel 


There are a number of statements made in this portion which we feel compelled to challenge, 
mainly because they seem to be based on subjective assumptions and personal views, most of 
which have in fact not materialised, contrary to the predictions made by the writer of the report. 
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Firstly, it is inexact that "a large number of experienced inspectors chose to leave the 
programme" : Cotecna hired 30 out of 54 inspectors from former Lloyd's staff; this means that 
our staff was originally composed of 56% of experienced inspectors. It should also be said that 
many of the inspectors who chose to leave the programme claimed that they would have done 
so anyway, whether Lloyd’s had retained the contract or not. 


When interviewing the inspectors on the occasion of our reconnaissance mission in January, 
the vast majority of inspectors working for Lloyd’s expressed deep dissatisfaction tow|^ their 
employer and most claimed that their morale was nearing depression. Even h^^feaid 
inspectors having little work pressure would feel a little depressed due to the 
in, but this is inherent in this assignment and obviously, given the choice, anyj 
to work in a civilised place with a high salary. During our visit, we felt th^ 
that they had precious little time to make an impresston, thereforejl® felP 
dramatise the situation to have an impact on their counterparts. 

We would also like to stress that none of the inspectors who remaii 
.forced to do so; they were given comprehensive and urn 
employment conditions that Cotecna could offer them and sii 
full knowledge. The report Implies that these inspectors^id 
by the UN" because they were unhappy with their rei 
. reflects a very poor image of the former Loyd's ini 
ethics. We trust that the formulation of such a st^6m 






Credit has been given by Cotecna to the insj 
input and hard work during the transitional 
deriving from the training of new staffj 
we find quite remarkable the 
problems as being the prime source 
all these systems were leasi 
February, they were not 
previous years. As to Uv 
programme, it is quite e’ 

;.,temis have not 
'reirmneration 
by Lloyd’s), 
the overall col 
whfch 





•ogramme were 
ition about the 
iective contracts with 
le the services required 
is extremely serious and 
issionalism and professfonal 
beyond the thinking of the writer. 

remained in Iraq for their valuable 
igh one should not over-stare the strain 
;e were more trainers than trainees; however, 
arding the computer and communications 
?s dissatisfaction. It should be remembered that 
r IIA, and it is a fact that, during the month of 
tier or any worse than it had been the case during the 
lat a large number of these inspectors would leave the 
js has not been the case, in spite of the fact that "personal 
adjusted". To be fair, the writer should have analysed the 
ithly^laries paid by Cotecna, as opposed of bimonthly salaries paid 
are not that far apart OIP should also consider that, in order to lower 
as was one of its objectives, Cotecna could not match Lloyd’s terms, 
generous, as any expatriate could tell. 

laid about the relation between inspectors with Customs experience and quaiity 
Paradoxically, in spite of the fact that Zakho had 3 inspectors with Customs 
site rated the worst among all sites, wti'ereas Trebil that has none seems to 
fully compliant with the UN requirements. As to the relation between customs 
experts and risk based authentications in Umm Qasr, we have to emphasise that none of the 
staff we interviewed in this site, with the exceptfon of the Team leader, thought they were doing 
a very professional job when we interviewed them. Again, the "risk based authentications at 
Umm Qasr" have to be explained, since it is our experience of inspectors working for/in 
Customs world wide, that su^ method is not relevant for commodities, particularly in a context 
where port operators and facilities are not to be taken in good faith, as would happen in 
Scandinavia, Britain or Canada. From a Customs perspective, the risk is assessed on the basis 
of tariff rates and sensitiveness of the products; in the case of Iraq, how would this translate in 
terms of risk management? 
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Another affirmation made in the report regarding the lack of knowledge from the inspectors 
regarding the global procedure seems quite surprising considering that most inspectors were 
participating In the prograntme well before February and some of them had been there for over 
two years and that none of the previous inspection missions had remarked this notorious gap. If 
this is a true reflection of the inspectors overall knowledge, it appears that this has been 
prevailing all along and was basically an inherited deficiency. 

In general terms, it is a common occurrence that people are destabilised at the tin 
changes take place; in the case of Iraq, owing to the fact that people are in sue 
conditions, this feeling is magnified, but everything eventually settles down. ' 
conducted at a time when the new organisation was still being impleq 
impressions drawn during this unsettling period can be misleading. 


Summary of Recommendations 

1 - A presentation will be made by Cotecna on the 
Baghdad. 

2- We look forward to receiving OIP's comments 
sampling and authentication. 

To the extent possible, nationalities have 
considered the qualifications of the ins| 
particular site. 

A sample storage room has beem|^ed 
extent possible, the temperatur^fell 

Closed files in Zakho are now 


3- 

4- 

5- 

6 - 

7- 

” 8 - 



ithly meeting in 

lOU’s remarks regarding 

however, Cotecna has 
^rime factor to assign them to any 


The interpreter in 
access to the files. 

As can be ascetfi 
month. 


CommunJ 
toimi 





, since it never existed before. To the 
it under control. 

?oom (the former TV room), 
ly performing his specific duties and does not have 


, Zakho has been fulfilling a 24 hour coverage for the last 


12 - 


Umm Qasr have been upgraded, as was projected, since authorisation 
ipment was received. 

been presented to OIP. 

jCoTecna still has reservations regarding this requirement, we are pleased to 
at 30% of the workforce in Iraq have a Customs background. 

ia purchased in January all the additional cabins that Lloyd’s intended to install to 
febmmodate the inspectors. This has been approved by the Iraqi authorities, but the 
contractor designated by the latter for the erection is not performing so far. 

Cotecna fully agrees to limit Al Waleed's coverage to 12 hours; we are awaifing indications 
as to how to deal with this request. 


13 - Every effort has always been made by Cotecna's management in order to meet the 
inspectors’ reasonable requests. Cotecna is improving the working conditions of its staff in 
Iraq by improving communication facilities, data processing equipment, security, sanitary 
conditions and lodging facilities, all of which are very important for peoples’ comfort; Other 
conditions have to be consistent with the financiai balance of the contract. 
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All the foregoing comments are made in good faith and we trust that they are going to be seen 
as our honest and objective perspective on the issues raised. There is always room for 
improvement, and Cotecna is committed to continually improve its services, with the support 
and assistance of the OIP, in order to contribute to the successful and smooth implementatton 
of this important mission. 
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Mission Report 

Technical Mission: 25 February-IO March, 1999 
Jonas Larsen, Customs Officer 


The purpose of the visit was to evaluate the services provided by Cotecna, the new Independent 
Insp^ion Agents and to attend the monthly meeting between UNOHCI aiid Cotecna. 


Meeting Canal Hotel: 

MDBlhlYiaettiBt at Canal Hnif l BagtiAwl- Deputy Hiunasitarian Coordinator, Mr. Farid Zari( c 
Tbe meeting ms beld in a positive spirit Questions were raised as to ifCotecna is supposed toe 
duties as tbe previous conbactor, Uoyd’s Register. I explained that Cotecna signed a contract t^th 
the same duties as LR. I recommended to Cotecna that for the next meeting ihqr should tah^. .. 
piesentation of themselves and their duties in Iraq. See rninutes of meeting for more inforsSi^^ 


Meetine with MDOU : they suggested that tbe procedures with regard to aulhcnlicaliji| 
Authentications should be pending for a mouth awaiting a conlirmairon 6om 
deliveted goods ate as per contiacL They also questioned the sampling 
hy the Independent Inspection Agents had no from a legal point of vi< 

uixlerniy mandate, I advised them to bring their suggestions to 00* NeprY 


Zakho: 

The volume of traSic was very low during my visit and h 

The problems with regard to Agency goods remain^ 
has imptemented another level of acceptance o^ 
good f^th that the Agencies concemed will 
waiehouses. Unfortunately, this is not 


The Team is divided into three (3) 
recommended to Mr. Alexis Poij 
.throughout Ok sites. 





fug that the 
samples taken 
an issue that &Us 


Bpic of weeks. 

^ ViheTeamUadciMr.BeilholdSzymiccdc, 
by the Agencies. He is tekasing the tnici(s) in 
ipenrotk to them upon airivd of the tiuck(s) to their 
many shipments not yet lepoilcd. 


some nationalilies ate over represeated on tbo site. 1 
from Cotecna, that they should spread the nationalities equally 


The samples are not in a Ic^^^^^^^entioncd in Mr. Jeremy Owen’s lepoit of December 199S. The closed 
files sho^d also he^^Ain ^g^ o^ 1 also became aware that tbe kx^iDtcspcctcr is responsihle for tbe 
closed files and th^^^bsaa^lo all of them. I also noticed that be spent a lot oftime in tbe office doing 
various tasks afflHthjMBhat he is hired to do. In my opinion, since one of tbe golden lules is that no infonnatroil is 
to be giveih^^W^n party, all the work related to authenlkatrons should he done hy the independeot in^rectois. 

^^pnetage at the border or the office. 

been informed by UN Security in regards to restrictioa of movements on the road between Mosul 
cn the hours 11.00 am - 03.00 pm. 

opinion that Cotecna is not fulfilling their contractual lesponribUitres to the UN. 



SA002212 



324 


Umm Qasn 

Tbc traiBSc in Umm Qasr is vciy hi^ for the raoiuent Fot the period Jaauaiy-Februaiy 1999, 56 vessels arrived. 
Wbefl compared to Um same period in ! 99S, which was a t(^ of 57 vessels, it is too csoiy to draw any conclusions 
astoiftbetrafficwiUincreaseinl999ornot Thetotalmimberofvessels, which arrived in 1998, was 300. I 
recommend that at the end d June 1999, a new comparison should be done. 


Puling my visit to the port, I zK^ced that only the wheat and container vessels wens being discharged. I was told 
tlrat there are three reasons for that: (i) the I^is don’t ha^ enough trucks for unloading/tran^rt^on when the 
port is running at full capacity, (ii) t^re is not enough labor for di aJiar gin^ and (iii) the Foodstuffs Company is 
taking sauries iqxm the ^^ssel’s arrival. The samples are then sent to Baghdad for testing and, based on the results, 
the vessel will commence discharging. This {M’ooedure can take up to 8 days. 

The main con^ter was not tumrieming and had been so for a week. This means that Cot^na has not been able to 
aud^dc^ or send/receive information electronically during that period. They are aw^ting spare paits and hci.'e to 
have the computer up and running in a couple of days. Jay Sutterlin, DIP is trying resolve the m:»tter b> close 
liaison both with the site and Cotecna, Goieva. 


There is caily one ‘B’ Sat for communicating which means that only one line is available. 

‘down, it would mean that th«e is no means of communicating with the outside world. It 
arc replicating or using the line, there is no possibili^ to contact the site. I recommei 
jnerease their nmnber of communication lines on the site immediately. 

JThere is a good team spirit at tlus site encouraged by the suitable Team Leade^^ ^^p uty^^ ^ Leader. 
.All essential personal belongings are kept at UNIKOM in case of evacu^lmn.^^ 



Ii^ should break 
whenever they 
‘asked to 


The silo manager, Mr. Sabah, previously advised the site that it cooj 
hours of the day. He mention^ kidnapping of truck drivers, etc, H< 
raised the question of if there were any problems for inspeqt^^i^visit 
that the inq^ectors can visit the port whenever they wanted ^ 
concerns about not receiving any spare parts for ai 

I recommend that Umm Qasr, on a weekly 1 
regard to security so this matter can be addr 


10 visit the port during the dark 
^unng a meeting with Mr. Sabah, I 
during the daric hours; he replied 
jkvas do problem whatsoever. He stresskl his 
to bring up the issue with his Ministiy. 


F, Hew York with a report of all the problems with 
ir patties. 


Cotecna has for the moment 13 ins^^^rs ari$^^pfS|ricuitural expert on site. The camp only accommodates 12 
inspectors, so 2 inspectors arc at iS^Basrah. In case of an evacuation, it could be very difficult to 

contact die inspectors located^^^^^i^ii^/easonable time. I recommend th^ Cotecna either set xip additional 
accommodations at Umm site with the necessary coimnunication to be used between the site 

and Basrah. 


There are 



toms experience on site. 


Cu'inju 


the site for the past week. No Team Leader or Deputy Team Leader was on site from 


and computer working satisfactorily. 


hapi-ened previously, Cotecna will continue to send inexperienced inspectors to Tr^U for training so they are 
prepared if and when goods start to arrive. 


2 
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I itcommeod since Ihe traffic is so low, that if an agreement can be reached with the proper authorities to have the 
border point manned for only 12 bours^day, that the number of inspectors could be decr^sed to 8. The excess 
inspectors could be used at busier entry points. 

I disoovered that iaipcctors are showing a summary sheet to the Iraqis before authentication. The summary sheet 
’ contains the same infoimaticm as the ^tboiticatioa sheets. I advised Urem to stop that procedure until iurtber notice 
fiomCPS/OlP.Ny. 

^^cre are 3 iaspcctois with OisioiM experience on site 
Trtbil: 

Thesitetvasveiybusy due to the arrival (Enlarge wheat shipment disefaarged^Aq^ 

Experlendbag problems mth Lotus Notes database. They have not been able to plicate nnce 19 Ft 
OIF has sent an ^cal disc through UNOHCI and once received, ihe problem will bopetiiUy 

The two Deimties (Milan Rademovk and Goran Cirk) are running the site operationally, 

Biore U a c(^h for the team and seems not to Iax>w much about the operation. 


^Aammraodation is not sufficknt for the inspectors on site. I ictmnuneod that 

.The site luul imf^eriMnted the new draft sampling procedures. The inspectoi 
samples are now more representative then before. 


^There are no inspectors with Customs experience on site. 

Baghdad Office; 

Mr. MarekEljasz has been lunouig the Baghdad officii 
of. work for Cotecna in their office at Chartage H< 
the Canal Hotel is always manrred. Uwas 
tluu the office at Chartage Hotel and (be 
. Increase his presence at the Canal Hotel. 


said that the 


Amman Office: 

iF1eld Manager, Mr. Carlo 
No inspectors move wil' 
andretainstbe 


Generai 







over by Cotecna. SinceMr.Eljaszdoesalot 
that be hire a secretary so that the office is 
iHCI that the office hours be extended. I suggest 
re can be done at the office at Canal Hotel, this would 


^much aware of what Is haf^rening in Iraq. The office was well set up. 
^ He is also receiving all the lest results and forwards them to the sites 


randomly selected three OCs for each site. I reviewed the files on the ales both by 
il^Tthe database. The files were shown to me and I found all the required inform^on. . 

remain the same as those of Lloyds Register, since Cotecna has not yet presented any new 
ithertothcatesorlbeUN. 1 was shown new draft sampling procedures for the three land Wden The 
were implemented at TiebU. The new procedures a re nxire tborourfi than the previous c ontractors. 

Cotecna needs to be briefed in more detail the scope of work to be performed in haq. Tbetr understanding is th^ 
ithey have to do 100% in^>ection of all goods crossing the border. Since a debriefing was not done in Amman upon 
my transit, Cotecna wiiJ visit NY foradd)ricfing 22-23 March 1999. 
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They request to have their own inspectors doing a full taify of what is crossing the border. They are especially 
concern^ for Unun Qasr and they want to imrease the number of inspectors to a minimura of 27. If Cotecna is to 
perform the duties hasedton risk assessments see no need to increase the number of irqpectorsj 


Al-Waleed and TrrirU are showing the Iraqis a summary sheet tmm 5AMDS sixmiag the amount to authenticate for 
their apprtrval. This procedure dwuld change since the figure to authenticate should be independent and for the UN 
only. 


Cotctnah3saentedsamecquipmenlfipmUoyd’sandthisagteeinentwilleodatmidnigbt,31Marcbl999. Sin« 

^pttecna’s new equipment has not yet arrived in Iraq to date, the situation is getliog criticaL In order to perform their 
mties as per contract with the UN after 3 1 Mardi, Cotecna needs to have their new equipment up and tunning 1^ 
the 31 March or else the whole authentkatioo process will be afiixled, meaning there will be no 3uthenticatio| 
from the sites. 

Personnel; 

a 

Since Cotecna toNc over from LR, a targe number of experienced inspectors chose to 
the low morale within the team, a large number of the remaining inspectors mendoned 
leaving the programme. The inspectors are in an evaluation period and can terminate 
week’s notice. 


Currently the morale and the spirit in the teams are low. Theritesneeda 
issues so they can concentrate on their work and train the new inspectors 
this problem should be taken so the sites can provide the services 
management visit the sites and talk to the inspectors to resoh'c Ihi: 

I would tike to give credit to the inspectors in Iraq who are 
and trailing all the new inspectors despite all the problei 
administrational problems. My fear is that unfortunately i 
programme if their personal teims ate not adjusted. 


Since the take over by Cotecna, the number 
recommend that CPS requite Cotecna to coi 
continue risk based authentications at Ui 


On all of the sites 1 did a short 
fiom submission to payment 
procedures in the proj 
borders to baq- 


Conclusion: 

Overall,! 
acceptable lew 






lards to those 
le action to solve 
>nunend that Cotecna 


sto both ninning the programme 
nunicalion, computer and 
if these inspectors will leave the . 


Customs experience has decreased dramaticall y . I 
Ors with Customs experience especially if we are to 


of ^IP^nd infomied them, step-hy-step, of the procedure of a contract 
was appreciated by the inspectors who were not aware of the 
responsibUities of authenticating the arrival of goods crossing the 


it Cotecna are providing services as per their contract with the UN, albeit at the minimum 
decline in the provision of authentication services is likely to result in Cotecna fiuling 
obligatioas. 


4 
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Summary of Recommendations: 

> Cotecna should perform a {M^esentation at the next monthly meeting in Ba^idad 

> OIP, New Yoric should respond to the comments from MDOU regarding sampling and authenticationa.-^ f-/' 

> Hatioaallties should be spread equally throughout all four border points. 

> The smnple stmage area at Zakho ^ould be enclosed and temperature controlled. 

> The closed files ^ Zakho should be stored in a secure roMn. 


> The mterfHeto’ in 2^akbo should only be perfonnm^ the duties that be is hired 
the office work reltUed to audienttcatkms. 


> Cotecna should be advised tim they are not fulfilling their 
24>hOinr coverage. ^ 

> A comparison should be done in Umm Qasr by the end of J 
In I99S with regards to the number of vessels arriving. 


> C(»nmunication at Umm Qasr urgently needs to 

> Cotecna should present site procedures to U^. 


> All eff<xts must be made to assist C 
operating at I April no authentkati 


> Al'Waleed shoul^ 
busier entry point: 


> Cotecn 





perftmn 
whh regards to 
c(»npare with the same ixnriod . 


Ein^^ir equipment to Iraq. Ifthetrequq;>menti3aot 
’om the sites. ^ 


-> Cotecna sh^ld increase the with Customs &. Sanctions experience. 1 

> Additional cabins shou^^^^ed^^^^^ accommodate all staff stationed at each site. 

Coverage instead of 24-bour. The remaining inspectors can be rclocaa 


the four entry points and resolve the problem with low moral amongst the team. 
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UNITED NATIONS SiA NATIONS UNIES 

OFnCE OF THE KAQ mOGRAMME 
FACSIMILX 0 ) 


To: Cotecoa Iiupcctioit S<A, 

Mr. Andre £. Pmsianx, Saior V.F. 

Mr. Lncien Feniandez, Contract manager^ 


From: Jeremy Owen 

Chief Outoms Expert 
Contracts Processing Section 


Snbj^^tciQfltSTaading matters. 


Uite: 25 April 1999 



1) '''^X^ereareajuBziSer of matters outstanding wl 
in tb^^oTTwould first however like to 
ibc majority of correspondence between Col 
quality iospectioiu aod Cotecna's liability 




ly resolve in chronological 

that cftntHmea totwthacanseQf 

4he that » the question of quantity and 


IQ From the outset of coirespcmdebee 
current operation in Iraq is unique ^^th i 



^Cotecna this office has tried to convey that the 
ilitical mMvtati* and operational needs. We have 
lalfol^ and reports to, toe Secretary General only, 
iffiately responsablefi:* the nranncr in which the operatirar 
in Doimal ccunmercial operations full Q&Q inspectioiu are 
'with the appropriate time and equipment available As 3 toU so 
ig this operation is subject to "administrative politick and 
that we can work together witirin these constraints to cany out 
^nbd^oftbe Secretary Geaoal to toe highest standnds possible. To 
S er to my fig of 1 April wh ich summarized toe manner in which claims or 
other contracting party should be handled. I would also like to advise >ou that 
:ed to ThePennaneot Missicmof haq which tonnally advises the Govecmnent 
responsibilities and rights as Ihiited Nations iDdq>ca)dent inspecticm agaats. We 
liv^p'ou once the letter has formally been delivered. 

respect of your las of 16 April contaioing your site sanpling procedures. I would like to 
thank you foi theworic that must have gone into producing such a detailed document and would like 
to assure you that wc are reviewing it thoroughly, A direct result of this review is my fax to you of 
2! April requesting how the sampling procedures fit into toe genera) guidelines issued to your 
inspectors, for example will each truck be sampled; if not how many trucks of each shipment and 
at what interval? As mentioned above wc appreciate the conditions Coteema are working unda and 


mrsistently stated toat Col 
^ this respect the Secretary, 
is carried out We are 
usually completed at 
rightly point oirt iny^ 
physical consi 
theauthcnti< 
w flial end 

COITCSpOI 

al^^hasS! 
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04/25/93 SUN 17:57 FAX 212 963 7360 OIP/CPS 
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tiiat 100% tUHKtiit of eadi asd cvoy shipment is not realistic. We have also commmucated to you 
that Cotecna are not responsible for autbenticating shipments to the contra^ual staoidards of the 
Govonment of Iraq raUier to the description of the goods approved for shipment by the 661 
Committee. With this in mind I am sure you recall the discussions iMild here in New York with our 
legal officers, when it was stated Oiat adoption of the site and sampling procedures by OIP would 
define the tcmis *'quantit/* and “quahty” as mentioned in the contract wifii Cotecna. It is therefore 
imperative that OIP and Cotecna_reachagregnent on these matters expeditiously. 



IV) Also on 16 April we received yotff proposal in respect of staff distiibutkm 
like to dank you for die fiict Cotecna has taken the initiative of reviewing the wo^^^p^Wu 
each ate in hag. I would firstly like to commcidthM any movement of staff sites 

remain capable of opiating safety and effectively 24 hours a day. Coteez^ 
or seek to rwtrict, die operating tunes of a ny o f the fou r entry pomtsT ’ 


hi re^jiect of A1 Waleed, and wi A the pre condition given to the 

ledeploymoit of 3 staff to Ihnm Qasr. 

In respect of Trcbil I require further information-befA^^n^hfe anv response^ Whilst I 
approbate dial on most occasions staff fiom A1 Walecd.^:^j^$^ to aqsplanent the prc^iosed 
reduced crunploneat. how would Cotecna handle a JiS^A^al^ and Tr^il 

werereccivingbeavytiafScflow<yw faenasecuritY:^tuaS^^t^^travelbrtwjpithetwfts;ie8? _ 

. In respect of Zahko ! can also apc^t t£^|^)btion of staffl 1 do however notice yoor 
^ / comment diat you wfila^ust the shiitat^chire as tmhorder is only open a limited time. Whilst 1 
I accept this as a matter offact bow vg^^CoteqSa be able to staffasitnation wher e die border was 
I qpea 24 hours the siS^U be Cofitactable 24 hours? 

In respect of Umm^^jyiotc^'oUr concerns about the ihoilage of staff and the effect this 
has on Q&Q inspcctic^^l^^&^t your assessment that 100% quantify assessment cannot be 
done widiin current port is operafing at or close to maximum capacity. In respect 

of your to an iocreasii^ number of claims I would like to mention: 

1. Wl^S^sit^^v offices in Geneva in December 1998 1 believe I mendoned that I 
i dial teem die moment you commenced the contract you would be b(nDbarded 
S^respoodence by the Government of Iraq which may ormay not be pertinent to 
tepments authenticated, the nuc^CTof“ciaima** registered i ^r^^ ^ 

ncalfy ffoz4 ahbdst non wStSHTtSdSnll^'^feWM msiwdon agoits tomelcvpl’** 





3 coDsisleiUfy mentioned, and is mendoned again in this fax, clairrm horn the 
Government are not the responsibility of Cotecna. For your infoimadon th^ is no 
reason why independent cargo supointendents can not be ra^loyed by the two 
contrretua! parties at Umm Qasr. 


D«pite the above mentioned I agree with your conclusion that the staffing at Ihnm Qasr 
.needs, tqjie addr^e d. The oiigiual indications given to you'oT'ffafSc levels was based on a 
summar^f prmous'traffic and was made in late summer of 1998. Since that tfmp. traffic ieveh have 
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increased and, given the ^plications subs^uently approved, will continue to increase. I would 
therefore accept the proposed redeployment of staff from A1 Walecd and Zahko. 


I note in ^ur total staffing table yon have increased the total number of inspectors in 
. country from 54 to 56. Given that the contract stipulates 54 billable inspectors plus six additional 
J provided free of charge, a total of 60, Ijvould ^rcciatc your comments on this before I formally 
|lpass t he propo sal to Procureme nt sectionl^ lhe co ntract to be amdi3^"* 

V) In respect of^ur comments on computer problems, also foxed 21 Apnl 
address these matters separately in an additional response to follow sbmtly. 

VI) Your fox of 23 Afml refers to problems with documents sent to 
Amman. At tl^ time of your visit to New Yoric you mentioned that you 
to be sent directly frmn our office to Ainmaa We would be happy to 
confir mation is received in writing. T his may alleviate, ot help to 

' ruiuro problems with respect (6 hi^copy documents. 


Vn) Final!/ your fox of23 April lefen to diloxinegas^sl^n 
provide authentications. There is a fundamental problgr^’^^^^’* 
in respect of obtaining quantity figures subsequent t ' 

bur toat tKc Unit^ htat^^ be invoived in any w^ in the actual 

authentication process. jLlNlCEp^ s part fomily and would tbeiefore be subject 

to this prohibition. 






led to 
lents 
request mice 
itiously, any 


Pworidng with UNICEF to 
UNICEF, or any other party, 
■'^ving the entry point. Ctotecna 
into liM.. Additionallv 


^ :ly, resolves any outstanding matters between 

t^b^ilred please do not hesitate to cemtact ma Best regards. 


Room S-IOSS-K, N«w NY 1 M21 • TtWI 212 9C3 SU7 • l^x: 41 212 M3 NtS • 


SA002404 



331 


UNITED NATIONS 


NATIONS UNIES 


- 7 ^ 

OFFICE OF THE IRAQ PROGRAMME 
FACsanu 


To: Cotecna Inspection S.A. 

Mr. Luden Fernandez 

Contract Manager 

Fax: 011 41 22 849 6939/69^^^^ 

FTtan: Jonas Larsen 

Customs Ofllcer 

Contracts Procesring Section 

E-mail: 

Subject: Letter from Mr Sevan to the Permanent Missio^^pg^ 

Date: 25 May 1999 Number oLf^^^j^^ing cover page):3 


Dear Locicn, 

Please &)d attached letter that was, 
Fermaient Mission of Iraq to the 
arriving to Iraq. 




ay 1999 &om Mr. Benon Sevan to the 
in regards to quality inspection of goods 


CL ■- 
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UNITED NATIONS 



NATIONS UNIES 


roSTM, MMESS-'WItlS^t MSTXLS; UHms HKTIOWS, V.X. 10017 
CUU WDKESl — IfiUlSS TILICMOIIIQUI, umTIDMl mH TCHUC 


OFFICE OF THE IRAQ PROGRAMME 


nnnxi. ED/99/GOm8 


Excellency, 'i 

I have the homur to refer to letter MENO90 of 7 Apd 
Representative of Iraq, pertaining to a conunercial dispute b& 
a surlier, and request for a copy of the authenticatioiy 
hy the United Nations independent inspection ageni 
raised today by His Excellency Mr. Mohammed, 
representative of Cotecna at Umm Qasr, in pi 
in case of discrepancy in quality or contract spi 
sent by Cotecna which would entail 



24Ma3«^9 



fr^^ie Permanent 
ivemment of Iraq and 
lews of the samples drawn 
like to refer to issues 
mister of Trade, to the 
intication should not take place 
, and that no document should be 
ilier. < 

Independent inspection agents are appointed by 
Secretary-General while urxlertaking their 
of Security Council resolution 986 (1995), the 
lommittee establishol by resolution 661 (1990), and the 
ecn the United Nations and the^vemment of Iraq, 
to receive instructions from the Secretary-General, and 
'ny way in the commercial transactions between the GovemmeiR 
m disputes arising out of these transactions. 


the independent inspection agents stationed at the four entry points to Iraqi 
iph 27 of the Memoraiidum of Understanding, is to confirm tte delivery to 
ignments through the comparison of the appropriate documentation, such as bills of 


In this connecfion, I 
the Secretary-General and 
duties, as stipulated in the 
procedures of the Secu^ 
Memorandum of Und 
They are, therefore, ffl 
must not becoQii^^tilvi 
of Iraq and 





His Excellency 
Mr. Rokan Hama Al-Anbuge 
Charge d’ Affaires 
Permanent Mission of Iraq 
to the United Nations 
New York 
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COTECNA INSPECTION S.A 


COINS 


P.O.Box 6155 - 1211 Geneva 6 - Switzerland 

TEL : (022) 849.69.00 / TLX : 413 107 COT CH / FAX : (022) 849.69.28 


UN scr-s'sgTrogramme 


Date 

To 

Attention 

CC 

Fax No. 
CC 

Page(s) 
Oor ref. 
Subject 


27 May, )999 

OFFICE OF THE IRAQ PROGRAMME - NEW YORK 
Mr. Torben Henriksen - Customs Expert, Contracts Processing Section 
Mr. Jererpv Owen - Chief Customs Expert / Contracts Processing Section 
001212 -/963 8083 

Poitevin (Geneva) 

T_Henriksen_27_0S_,Sannpling_AuthyEl6c ^ — s " 

SITES’ SAMPLING METHODS. / 


Dear Torben, 

Welcome on board! 1 refer to your fax dated 26.(^^^rmhd above subject and have to 
apologise for not answering Jeremy's fax (thought rh^^;but could not find a trace). I am 
attaching the revised sites' sampling procedureW®|h also'comprise the new guidelines for the 
authentication. I am sending the whole s^tepaus^^ou know from Verne, we have recently 
amended the sampling procedures to m^mts^the^lays in authenticating the goods, hence 
the whole procedure has changed. ^ 

Should you have any further query clarification, please do not hesitate to contact 


Best regards. 






j Permanent SubcommiMee on Investigations 
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COTECNA INSPECTION S.A. 

PO Box 6155 1211 Geneva 6 Switzerland 
58, Rue de la Teirassiere / 1207 Geneva 
COTECNA INSPECTION SA Tel (4 1 221849 69 00 / Fax m 22) 649 69 28 




UN SCR-986 PROGRAMME 


SAMPLING PROCEDURES FOR LAND BORDERS (TREBIL, AL-WALEED, ZAKHO) 
AND PROVISIONAL PROCEDURES FOR VESSELS’ SAMPLING (UMM QASR) 


A) GENERAL GUIDELINE FOR BULK AND BAGGED CARGO 


■i 


2 - 


4- 


Based on the sampling plan to be designed according to the table attaehedjdnSpecfors 
inform, where appropriate, the truck driver that samples are to be d^wtisfroiii fils load 

(see attached sampling chart for the determination of the nuthber ofetrucks to be 

sampled). J 

The driver is requested to fully uncover (or to open) the tjjii3c#3^en the operation is 
completed, the driver will inform the inspector that he caiMtt^Kd with the sampling. 
The inspector has to draw the sample himself off t^^mcL'^^ppSples are to be taken 
by the driver from the truck). . - 

The sampling has two objectives ; 


Determine whether goods are fit ^|pi|^^toonsumption; this is performed 
systematically for all food products^fepS^Jof a preliminary sample (see point 
B)4- below). Authentication p5jjhe*^^»ent will be effected upon receipt of 
satisfactory laboratory anal;^^^d att^fte crossing of the border of all the 
trucks relating to the 

b) Determine whether ,i||ipiju^t)^r the goods conforms to the contractual 
requirements: this^perfor^^ on representative samples (see point B)6- below) 
for one sample p^^d R^uct, per site and per monfri. These elements ivlll not 
Influence and will only be reported to OIP in New York as 

an obsenr^oiL fo^^formation purposes. 


SUhVSiA^'^ 

tg#PRODUCTS AND ANALYSES REQUIRED 

Producp..^ ^ 

pit for human consumption 
(FFHC) criteria 

Send samples for 
FFHC analyses 

When to carry out 
quality analyses 

Wheat (qfain and flour) 

- Heavy metals 

- Radioactivity 

Systematically 

One sample once a 
month per site 


- Heavy metals 

- RadioKtivity 

Systematically 

One sample once a 
month per site 

beans, etc.) 

- Heavy metals 
■ Radioactivity 

Systematically 

One sample once a 
month per site 

VffSbIe ghee 

-Heavy metals 
- Radioactivity 

Systematically 

One sample once a 
month per site 

Baby food 

- Heavy metals 

- Radioactivity 

Systematically 

One sample once a 
month per site 

Milk (powder infant milk) 

- Heavy metals 

- Radioactivity 

Systematically 

One sample once a 
month per site 

Cheese 

- Heavy metals 

- Radioactivity * 

Systematically 

One sample once a 
month per site 

Detergent powder 

- Heavy metals 

- Radioactivity 

Systematically 

One sample once a 
month per site 

Soap 

- Heavy metals 

- Radioactivity 

Systematically 

One sample once a 
month per site 
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PO Box 6155 1211 Geneva 6 Switzerland 
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UN SCR-966 PROGRAMME 


B) BULK CARGO 


1 - 
2 - 

3- 

4- 


For bulk cargo, samples have to be drawn every 500 MT of the total shipment ’ . - 

Inspectors will collect samples from the top of the truck with the sampje gauge (No 
samples are to be taken by the driver from the truck trap). 1 “ 

Quantities drawn have to be strictly identical. 

In order to determine if products are fit for human consuirifjionf.r.whefrs30% of the 


6 - 


shipment / partial is inspected, an average (preliminary’ 
partial is prepared and despatched to the laboratory foi 
performed ; 

a) Heavy Metals Analysis 

b) Radioactivity Analysis 
Following completion of the random samj 
carried out, until 15 kg of representativi 
the sample mixer and divider equipi 
From this quantity, inspectors will" 
placed in bags, numbered and sqaled^ 

MW 



IrToBdhis shipment / 
losing analyses to be 


C) BAGGED CARGO 




t^tiim of all samples taken will be 
a^been mixed and separated using 

S&age samples of 5kg each. Samples are 


6 - 


7 - 


For bagged^isr^mengi, samples have to be drawn every 250 MT. 

Each san^^^^^^l^ollected with a sample gauge in different spots of the truck. 
Quarjljljes C^^fflpive to be strictly identical. 

ito d^pnine if products are fit for human consumption, when 50% of the 
/ partial is inspected, an average (preliminary) sample for this shipment / 
is prepared and despatched to the laboratory for the following analysis to be 
ned : 

leavy Metals Analysis (except for infant milk) 

*b) Radioactivity Analysis (except for detergents and soap) 

Following completion of the random sampling, reduction of all samples taken will be 
carried out, until 15 kg of representative sample have been mixed and separated using 
the sample mixer and divider equipment. 

From the quantity remaining, inspectors will compose 3 average samples of 2 kg each. 
Each sample is placed in bags numbered and sealed. 

For sugar, flour, and detergents, inspectors have to give particular attention to storage 
and protection of the goods against humidity and light. For this reason an average 
sample will be composed every 2500 MT and stored in flasks. At the end of the 
sampling process, the contents of all flasks will be gathered into one bag, duly 
numbered and sealed. 
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COTECNA INSPECTION S.A, 

PO Box 61 55 121 1 Geneva 6 Switzerland 
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UN SCR-986 PROGRAMME 


D) GENERAL CARGO (Milk powder, Soap, detergent, Ghee. . .) 


1 - Inspectors have to draw a sample for each consignment / trucks related to the same OC 

letter, 

2 - Inspectors will collect samples at regular intervals depending on consig^e^ts or 

Batches / lots, e.g. milk powder, pulses etc...(See attached illustration). _ " '-T,'. 

3 - Quantities drawn have to be strictly identical. , v) ' 

4- In order to determine if products are fit for human consumption, of the 

shipment / partial is inspected, an average (preliminary) 
partial is prepared and despatched to the laboratory for 
performed : 

a) Heavy Metals Analysis (except for infant milk) 

b) Radioactivity Analysis (except for detergents ^ 

5 - Samples are divided in 3 equal parts, which have 
6- The 3 plastic bags are labelled and sealed. , _ , 

This sampling procedure is to be implement^fe^l^jrorhicts except for infant milk. 




ill'for’aii^’Shipment / 
flo&ng atialysis to be 


E) MEDICINES 

a) Where possible each it^&er coiSIlpiment / OC has to be sampled. 

b) Where it is physic,ally^^^il|^o draw a sample per item, e.g. when medicines are 

containerised, ^^^^topletely unstuffed at the border, samples will be drawn 

according to.thMy^rable facilities. 

c) In case b^fe^Jms^Krs shall report the items for which samples were taken and the 

reasons additional samples in the observation box of the inspection 

pVill bl recorded by the inspector in the relevant log book and their lot number 
identified; when one item has several lot numbers, only one sample for one lot 
>e collected at random per consignment. 

tes of medicine shall not be sent for analysis, they will be kept in such condition as 
pto preserve their integrity, whenever possible. 



1) \ EbSELS’ SAMPLING METHOD (provisional procedure, applicable until additional 

staffing is permitted). 


a) Upon arrival of the vessel, witness sampling by port authorities in the vessel’s hatches. 

b) Ensure that several samples are drawn from different spots and at different levels. 

c) Where several lots/hatches are present, ensure that samples are drawn for each lot/hatch. 

d) To the extent possible, ensure that quantities drawn are identical to be representative. 

e) Reduction of all samples taken will be carried out (until 15 kg of representative sample 
have been mixed and separated). 
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UN SCR-986 PROGRAMME 


f) From this quantity, inspectors will compose 3 average samples of 5kg each. Samples are 
placed in bags, numbered and sealed. 

g) In order to determine if products are fit for human consumption, this preliminary sample 
(cannot do representative sampling due to shortage of staff) is prepared and despatched 
to the laboratory for the following analysis to be performed : 

a) Heavy Metals Analysis (except for infant milk) 

b) Radioactivity Analysis (except for detergents and soap) 


G) SAMPLES LABELLING 


To be identifiable, samples have to be labelled differentl; 

Labels for samples sent for Analysis should not 
and COMM number. On the label, only the folloi^^^^ffld be reported: 

Sample reference number 
Batch / Lot reference (where ap^lica^^^. 

Total quantity of the shipmei^^^, 

Date sample is drawn 

Product descnption ^ ..F , 


iCir destination: 
container reference, 


Labels for samples remaiiung m Jofage on site should mention : 

a) Sample ai^lle re^^^number 

b) COMf^^^^^ 

c) 

d) Tora^^^^^^f the shipment 

e) drawn 
0 Tl^Oduct ascription 


H) SAM6JJ|SJ)ESPATCH FOR ANALYSIS 

■ A'' . , 

— ' ■■ 1 i ;; ISamples’ distribution is as follows : 

, , a) 1 sample is sent to the laboratory for analysis; 

'4a«' qqjg remaining 2 samples are stored in Cotecna’s site. 


A standard letter requesting analysis must be attached to each sample sent to laboratory 
with the following information : 


a) Sample reference 

b) Seal number (*). 

c) Lot number (where applicable) 

d) Type of analysis requested 
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3 - For each sample sent for Analysis, Amman Field Manager must be informed by fax 
with the following details: 


a) Package reference, according to transport 

b) Sample reference 

c) OC letter / COMM number 

d) Total quantity of the shipment 

e) Product description 





J) SAMPLES’ STORAGE DURATION 

Inspectors have to retain all samples for at least (3) three.,^toto'^^MK last shipment under 
the purchase contract to which the samples relates^^^^^jn^raq. Samples drawn by 
Inspectors are to be destroyed after the relevant thpe. IMfe^^pIrcumstances are samples to 
be given to any third party unless otherwise writing by the United Nations 

Contract processing Section, New York. 

(*) Each site will have unique seal nuS wS&h it will be identified. 
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[CQllM^ 


COTECNA INSPECTION S.A. 

PO Box 6155 1211 Geneva 6 Switzerland 


58. Rue de la Terrassi^re / 1207 Geneva 
COTECNA INSPECTION SA Tel (4122) 849^00 / Fax (41 22) 849 69 28 



UN SCR-986 PROGRAMME 


SEALS’ ACKNOWLEDGEMENT OF RECEIPT 


The undersigned acknowledges receipt of the following Cotecna’s Seal Nos 




Seal No. 


Seal No. 


Seal No. 

d 

Seal No. 


Seal No. 

% 


Seal N^ 





f^eal 






The above Seals^*^^eji^^ personal responsibility and I acknowledge that they 
are to be used for the sealing of samples taken in the frame of the 

authenticatiqpactivi^p^ 


wV 

’ j'-’ ' 




ISite Name 


Name and Surname 


Title 


Date 


Signature 
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REPORT ON A VISIT TO UMM QASR 
May 1999 


MANUAL INSPECTION PROCEDURES 


Notice of arrival of a ship at Umm Qasr port 


Umm Qa^ teams about the arrive of a ship : 

through a notice of airival faxed by the Unites States Coast Guard blodcade in the Persian 
notices arc not systematic, and not always complete as fv as the identiricalkm of the^ 
consignments oa board of the announced vessel is concerned; 

duough mfminaticm collected fitxn the HartKHtf Maker's oflice, durmg fte 
by <nir duty officer; durmg the last weeks, a decrease in willingness to 
necked; 


dirou^ visual observation, twice per day, by our duty officer touri^ 
throng notice ^ven by inspectors active in the port, whj 
All arriving ships cany 986 cargo. 



Previously, the ferry, linkuig Umm Qasr to Dubai,! 
recently and almost accidentally, that tj 
systematically visited. 





ting ship. 


by our team. Smee it was found, 
*9 86 com pres s ors. 6e ferry is now 


Berthing 


Upon berthing, a u 
retrieve all docmni 


assigned by the Team Leader, visit widi the master and 
:ir hands on. 


r in^iector Is assigned to a ship. K dtould be avoided. 

^e sev^l O.C. cemagoments <m board, aJi cemsignmests ace of die re^nsibility of 


tred for in^iectka are : 


ugo manifest 
Se mvotce 
the packing Ikt 


Useful, but not compulsory are : 

the mate's receipt 

the tally slips 

die certificate of ori^ 

die fumigation sanitatiem certificate 

any pre-loading m* lodmg inspecdoa report or other cargo superintendancy statement 
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Master’s protests, if any, arc not considered. 

Note: It seems to have been ascertained d\at some 986 consignments were mspwAed by Cotecna pricHf 
to, or upon, loading. The compatibility of such loadmg inactions with Cotecna’s mandate in Iraq 
should be scnitinized. 
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REPORT ON A VISIT TO UMM QASR 
May 1999 


A. MANUAL INSPECTION PROCEDURES 


1. Notice of arrival of a ship at Umm Qasr port 


Umm Qasr learns about the arrival of a ship: 

a) through a notice of arrival, faxed by the Unites 
in the Persian Giilf; these notices are 
complete as far as the identification of thi 
announced vessel is concerned; 


d) through notij 
incoming shf 


Ail arrivii 






st Guard blockade 
for are they ahways 
nments on board of the 


b) through information collected froml^^taxiur Master’s office, during the 
daily visit, every morning, dt^^flcer; during the last weeks, a 

decrease In willingness to thMnfdnnation has been noticed; 


c) through visual observatk 
two ports; 


IS per day, by our duty officer touring the 
t^inspectors active in the port, when spying an 


(86 cargo. 


le ferry, linking Umm Qasr to Dubai, was not visited by our 
;e it was found, recently and almost accidentally, that this ferry 
986 compressors, the ferry is now systennatically vistted. 


Upon berthing, a team of two inspectors, assigned by the Team Leader, visit with 
the master and retrieve all documents they can lay their hands on. 

It happens that only one senior inspector is assigned to a ship. It should be 
avoided. 
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In case the ship has several O.C. consignments in her holds, all consignments 
are of the responsibility of the appointed inspector(sj. 


Documents, required for inspection, are: 

• the O.C. letter, 

. theB/L, 

• the cargo manifest, 

• the invoice, 

• the packing iist. 

Useful, but not compulsory, are: 

• the mate’s receipts, 

• the tally slips, 

• the certificate of origin, 

• the fumigation or sanitation certificatej 

• any pre-loading or loading inspect! 
statement. 

Master’s protests, if any, are 





ler cargo superintendency 


e been ascertained that sonre 986 
__ ;ed by Cotecna prior to, or upon, loading. 
liHty of such losing inspections vrith Cotecna’s 
ihould be assessed. 

The colle cfpji^f bag can result in finding, from a complete set of clear, 

legible d s^M ^ts, Bathing. Caution in receiving documents is required, for it 
has terar^^rienced, for instance, that a master remitted a vrrong O.C. letter, 
not r Si^fl r the cargo. 


afifkhappens that the ship’s bag is empty. In most, if not all, casesi it 
that an Iraqi governmental agent (Port clerk. Grain Board or Ministry of 
has boarded the ship first and has taken everything with him.. 


eally, all parties should board the ship at the same time. This never works, 
anywhere. 


In case of some to all documents missing (70 % of the arriving ships present an 
incomplete bag), the inspectors commence their search for the missing ones, 
their inspection depending on what docurhent they can retrieve, or being limited 
accordingly. Inquiries on missing documents are addressed to suppliers, to Iraqi 
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authorities (the return of these documents, by the latter, being dose to nil). 
Previously, identical demands were fodged with consignees, with the 
consideration that the latter realise that, pending his supplying documents, no 
inspection would occur, nor any cargo released. It seems that inquiries h^ 
been practised more willingly with shippers and/or consignees than through < 
and the respective national Missions to the U.N. Umm Qasr have i 
urged to correct their proceedings, and queries with consignees have ( 


Inquiries with suppliers are legio. They entail huge telecommunij 
are met with answers of various degrees of adequacy, depety^ 
of shipment. Telecommunication costs, which can be consj 
suppliers, rank second high after transmission costs to. Ne^ 
transmission costs to Geneva and to Amman added 


1. Bulk cargo 


Bulk cargo is di 
transhipment on 


Direct tg 
of to 
theai 






id 
intry 
ice to 
above 


The screening of ship’s documents, as weB i 
missing ones, remains of toe inspectorfs)^ 
noticeable in-depth counter-checking on 
documents. 


B. DISCHARGE AND INSPECTlf 


of the retrieval of 
Ability. There is no 
s work of scruUny of 


iifc), in direct transhipment onto trains, or in direct 


lent drTto trains is done at night The port submits, after departure 
weigh & tally slips. Umm Qasr team has no possibility of verifying 
of toe weigh reports. 


;gd»th silo is solely evidenced by the silo electronic weigh scale. It is not 
to switch off toe scale during a certain period of time, so creating a 
nding. Unless posting an inspector, permanently in the silo engine room to ■ 
toe working of toe scale, no real supervision is guaranteed. The silo 
weigh scale is said to have been calibrated, once upon a time. Again, toe 
accuracy of the calibration cannot be guaranteed. 


The net weight of bulk, directly transhipped onto trucks, is ascertained by the port 
weighbridge only. The same remark on its, accuracy applies. Inspectors can only 
rely on the figures shown on the weigh & tally slips, arid even have no guarantee 
that all trucks have actually passed toe weighbridge; 
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There is no draft surveyor, which is a must. Umm Qasr contest the utility of a 
draft surveyor, due to the variable density of the harbour water. This objection is 
overmled. 

Consequently, the inspectors can only rely, when ascertaining bujl 
discharge, on the figures shown in: 

• the weigh & tally slips, 

• the delivery order, 

• the outturn report, 

• the cargo manifest, 

• the mate's receipt, 

• the visual estimate of sweepings. 



Assessing the exact weight is, hence, 
deductions between, and based upon, the vSi 

Should an inspector witness somethii 
discharge, which may affect finaLJgi 
operations. 


Accurate and comprehensi 
require: a 






pe with some logical 
^ submitted. 

s^ wrong during the course of 
has no right to stop discharge 


a) the regular 
calibrator, 

b) manp 
folio 


n of cargo actually discharged would 
ice per week) of all scales, by an independent 
im of which (all stations working) can be calculated as 


1 1 '^ra^rveyor 

1 

y iir^Plfor at the silo's engine room {= 3 inspectors, on 8 

3 

^nnspeclor on each of the four silo suckers (= 3 
®spectors on 8 hours shift) 

12 

1 inspector for each mobile sucking station (4 stations) (= 
3 inspectors on 8 hours shift) 

12 

same for second quay 

12 

1 tallyman inspector for trucks departure (= 3 on 8 hours 
shift) for quay 1 

3 

same for quay 2 

3 

i inspector on weighbridge one (= 3 inspectors on 8 

3 
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hours shift) 


same on weighbridge 2 

3 



total 

m 


2. Bagged cargo ; 

W < 

Whether inspectors receive documents or not, discharge o^ al the 

Port Authority's discretion. ^ ^^^0' 




Five to six cranes, sometimes also ship’s gear, can 
transhipment onto tmcks proceeds with 36 bags in 

Without a permanent tally at each and every^ 
in the hold, no guarantee exists on the ai 
discharged. 


Assessment of discharged baggi 
some logical deductions, betwei 


the weigh & tally slips aj 
trucks do riot bypai^he" 
the port’s tally 
the ship’s ou 
the delivery 
the 

the rr scei] 

Dservations of bags rejected, 
r observation of bags reconditioned, 
^ed sweepings. 








irday. Direct 


is to be performed 
umber of bags actually 


arg^^gsence, again a compromise with 
fid^a^^pon, figures shovm on: 

-ridge (without any guarantee that some 


shipment of bags onto trains at night, no weigh tickets exist, only port 
ps. . 



ccurate and comprehensive inspection of cargo actually discharged would 
require manpower, the maximum of which can be calculated as follows: 
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6 ships at the same time (already observed) @ 7 inspectors 
tallying and sampling per ship @ 3 shifts 


1 inspector at each of the scales / weigh bridges (2 at the port’s 
exit) @ 3 shifts 



Samplihg is done in a more or less contradictory 
or with the Grain Board. 

As a matter of fact, Umm Qasr inspectors 
those taken by the Iraqi authorities, by retri^rafflM 
laboratories in the port. A. 



Istry of Trade 


^ke their samples from 
the shelf of the Iraqi 



Mildewed, dark staine 
Regulariy, the Port^J 
tally these bags.^^m 
of these rejectei^^^ 


^^W ^ troved. or wet bags remain on board. 

refusing lumpy sugar bags. Our inspectors 
j^uced manpower does not allow an accurate tally 


Tom bag^^^seP^^fe in the shed and reconditioned by port labour. The 
-recond^ ^^ feos are weighed by port personnel only. The inaccuracy of the 
scal^^^py port labour in shed was Htustrated by an exercise conducted by 
the i^^^ned. A weight of 10 kg., used by the inspectors in the camp's 
^ffinnas^^^r weight lifBng and conditioning, showed 9,80 kg on the mechanical 
0,30 kg on the electronic scale. None of the scales have been 
^^^pFed since a long time. 

^^ently, the accuracy of the weight after reconditioning is hardly ascertained or 
even verified by the inspectors, due to the absence of manpower. Permanent 
rmnitoring of reconditioning would require two additional inspectors per ship @ 
three shifts, or 6 x 2 x 3 = 36 additional manpower. 
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Note: the port procedures in Umm Qasr, as well as the inspection 
procedures under our mandate, completely discard international 
maritime law, by waving the consignee’s claims against the vessel, 
and by reducing maritime fortune and average caused at sea tg 
matter between supplier and consignee, ultimately so prejudi^ 

L the supplier. 


3. LTD cargo 


Ships inspected by the Unites States Coast Guard arjvff 
unsealed. 






In the absence of documents allowing the idgntil 
containers, the inspectors try to identify the 
others by checking the labels, marks and ni 
of the container. While waiting for identij 
prior to inspection. Packing list and ii 
initiated without these documents, 
commodity the cargo manifest 


Upon receipt of documenti 
against the cargo mani^L ' 
and set aside for oi 
are performed wi| 
anival or their pi 


If the 
containi 
the 
forklJ 




intainers 


goods inside the 
as possible, among 
goods in the front row 
its, containers are set aside 
Pessary, for no inspection is 
exception of gee, for which 


s are visually identified and checked 
of the containers are selected at random 
ion of its contents. Opening and insprection- 
toms present Consignees can attend, but their 
'awaited for. 


IS small crates or packs, a visual check inside the 
rre orTess possible. But even then, an exhaustive verification of 
is impossible, without unstuffing. Unstuffing can be done with 
manual labour. Such unstuffing has to be paid for. The port 
the Customs refuse to pay, and we do not pay. 


nd heavy crates stacked in the front row of an LTU prevent all inspection, 
consignee is present the easiest procedure is to make him sign for receipt 
e is not, the inspector has no choice but to accept the infomration mentioned 
in the packing list 


Inspection is, hence, perfunctory, at random, and without any real guarantee on 
accuracy. Serious inspection would require 4 forklifts, ditto drivers, and 4 teams 
of 2 inspectors, on 8 hours shift, i.e. 24 inspectors. 
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Final inspection figures are. again, a compromise between the figures shown by 
the packing list, by the cargo manifest, by some visual observation and by the 
results of the weighbridge. 

In one particular case, a trucker called the inspectors, arguing that there was.'a^-.- 
loss of 50 kg. on his container load of 22 T of black tea in 48 kg. bag^^j. 
Discussion did not help and the inspector refused to recognise iUiec^ltfesjf'# 
ascertained by the weighbridge. The trucker was invited to unstuff his aip^iner, 
which he did after much discussion who would pay for the labou^^t the ^^^4ie 
did. With 56 degrees Celsius in the shadow, the container w^^^luiedj Jw all 
453 bags were accounted for, without any tear or loss. 
tallying took three hours, and it is humanly impossible^tol 
After the inspector" departure, the trucker could r 
the sun drying up his tea. 


After inspection, the LTU wait for being picl^ 
but safely stowed, door against wall. 


isignee, unsealed. 



and the 
iimatically. 
the hours in 


4. Medicine 


Medicine arrives in LTU. 
complete. 

Samples are takei 
storage possibili 


' the cases, documents are ready and 
^ners are not reefer containers, and there is ho cool 


spection procedures apply, on top of which Umm Qasr notifies 
'Rotterdam, the Baghdad phone almost permanently not being 


6. Chlorine gas 


Chlorine gas arrives in LTU. Due to the absence of adequate handling equipment 
and of protective gear against this dangerous cargo, individual identification of 
the cylinders, and inspection of their gross/net weight is not possible. Inspection 
is therefore restricted to the verification of the cylinder numbers on the packing 
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list, and on the checking of the gross/tara weight according to port weighbridge 
results. 


Authentication is done according to documents only. 
Three consignments have been registered since Febnraty. 

C. INSPECTION FILE 


The inspectors compile their inspection file per OC. They 
their file until the completion of their inspection. 

The file contains the documents received fromjhe^ 
received from the port, acknowledging th^ 
relevant - or irrelevant - notes. 





There is no crosscb 
accuracy and < 


D. REPO! 





asters of 


computer printout 
discharged, and all 


The weigh & tally slips from the porfs^^tomops are entered info an Excell 
spreadsheet on daily figures. The fina^^Wk of the spreadsheet are, hence, 
nothing more than the sum of ^^^igh ^^Issued by the port These figures 
are only one of the data on v^^'^^^pectors will have to rely to conclude on 
the tonnage that can be auth®cate 


on'«JiB<*accuracy of an inspector’s file, nor on the 
ess of the entering of all data into the Excell. 


THENTICATING 


inspector remains the master of his file until completion of his 


mpletion of his inspection, the inspector issues a final written report, and 

Jsts the final figures that can be authenticated. Some reports, as well as 
i notes for the record, are hardly legible. Command of the English language, 
especially of the written language, is generally poor to absolutely insuffidenf. 


The Team Leader and his deputy monitor the progress of inspection reports. 
That means that questions are asked when the name of a ship remains too long 
on the white board, pending inspection by the inspector{s) assigned to her. The 
answers given by the inspectors are accepted at face value. There is no real 
inspection on the inspectors. 
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The Team Leader receives and checks the reports and the files submitted to him 
by his inspectors, counter-verifying them with the Lotus database. The Tearn 
Leader alone decides on the final figures that will be authenticated. In case 
dissenting opinion, the matter is discussed with the inspector(s). The T^ 
Leader’s decision prevails. 

The Team Leader issues a summary report and an authenticatbn_^el 
if the Lotus database contains the line items. Both documents 
viiilh a covering letter, to New York, 


There is no crosschedr of the Team Leader’s work. 

Some consignments arrive in partial shipments, 
various consignments are added up until the 
in the Lotus database. Authentication can 
reason, the final tonnage of the total coni 
mentioned in the Lotus database, the apJlientli 
Qasr is informed about the reduced toi 


Presently, Umm Qasr are handj 
two Lotus databases. 




ships. The 
tonnage mentioned 
Tpleted. If, for some 
less than the tonnage 
emains pending, until Umm 


let^f Excell spreadsheets, on top of the 


entering of the tonnage mentioned on the 


1) one Excell spreadst^t f 
weighbridge slip^^ 

2) one Excell spt^^^^^same, for bagged cargo, 

3) one Excell of the port, a printout of which is pinned to the 

office wall. f^^^feiS^dina of addifonal figures, the manual adding entered 

4) onej^^^^wi^the anivals and sailings of the week, as well as the issued 

5) o^ ^^^ keeping track of the O.C.s in progress; this Excell has. however, 

ures for Baghdad, as well as the weekly report for Geneva and New 
are extracted from the combination of these various tools. 

The transfer of data from one tool to another is done manually. Such manual 
transfers, as well as the multiplication of tools, create necessarily human errors; 
the more there is, again, no counter-check. Excell can safeguard a correct sum, 
not a manual transfer to another Excell. The various Excells are not linked, and 
the crew does not master the export-import techniques. 
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Lotus Notes is a comprehensive, integrated project management system, 
allowing aii the aforesaid listings, calculations, monitoring schedules, reporting, 
as well as any combination thereof, while safeguarding accurate transfer of data 
from one sub-application to another. 


It is recommended that Lotus Notes, now used for a tiny percentage .QtjR 
capacity only, be programmed and used. 








E. OFFICE EQUIPMENT AND OFFICE MANAGEMENT 


Office space is insufficient Installatton works for addil 
and have been completed since the end of the visit. 


Office furniture is insufficient. Equipment is gi 
is close to the end of its life. The printei" 
recommended for a large amount of 

Filing is clear, easy to consult The 


Computer equipment seems, 
arise, such as on the utility 
the portable for using thftE-i 

The Dell laptop 
was discover! 


A comple^ 
and I 


-if/ 


te under way. 


For the photocopier, that 
'a copier, which is not 


files has not been assessed. 


r a layman. However, some questions 
he modem from the main workstation to 
Umm Qasr has three modems. 


a single programme, for obscure reasons. This 
rrture of the fT specialists. 


equipment was listed, and all serial numbers, models 
copy is kept in Umm Qasr, another in Amman. 

upon my amval, then stopped. The phenomenons are, hopefully, 
;-mail communications are said not to be reliable, but not for 
iper to Umm Qasr. 


ELECOMMUNICATION EQUIPMENT 


Motorola VHF, one base and 6 handsets, was installed in my presence, tested, 
and found working. Three channels are in use: 

channel 1 : frequency 160.550 
channel 2: frequencies 157.200 to 152.200 
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channel 3: frequencies 159.070 to 153.700 


All channels are monitored by UNIKOM and by the U.S. Navy. 

Direct telephone and fax communications are possible with the U.S. Navy, 
communications are scrambled by U.S, aircraft. 


Umm Qasr presently use 4 satellite lines; 


B-sat: 
M-sat 1: 
M-sat2: 
fax; 


Lines are working well. Fax communicatt 
exceeding two pages are difficult, especial] 
Qasr. 


00 873 382 08.40.10 (24 hours manning guarante 
00 873 76206.82.19 
00 873 76206.82.31 
00 873 38208.40.14. 


G. SECURITY 


Security risks for Umm Qa: 
and entrance to the po^is 
exist. 


In case of an li 
trapped. Resw^ 
by U.S. 
too lati 

Risk! 





m for messages 
Amman - Umm 


nil. The camp is situated inside the port, 
[rolled. Risks for robbery or assault do not 


in against the team, the wew is losL because it is 
troops must be considered as non existing. Rescue 
ically possible, and can be asked for, but would come 


from allied military action are also nil, for the port is not a target A 
illied attack would be notified four hours in advance, time enough to 
e the camp and to move towards UNIKOM. Missile attacks do not take 
the area, so the risk of a missile going astray is virtually non existent. 


rah remains a risky area, and must be avoided, especially at night. 


The camp has a night guard, en elderly gentleman who tends the garden at 
night. 
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H. MEDICAL ISSUES 


The German Medical Corps at UNIKOM can render all medical assistance, 
24-hour basis, at a distance not exceeding 5 minutes drive. The medical f 
of the Corps are good, although not impressive. Ambulances are read^^ 
tush to the camp, if necessary. There is, hence, no need for any me 
nor for a large medical cupboard in the camp. Some dressiiift td 
bleeding suffice. The Corps supplies all the rest, free. Seiious^^g.s 
required from a slricOy medical point of view, evacuated to Ku 
Medical Corps themselves, the authority from the Force Cod 
pre-requisite. 


I. FIRE FIGHTING EQUIPMENT 


Existing fire fighting equipment in the 
and not reliable any more. A comprd^ 
been set up. prices obtained, and n^iob" 
are under way. 

Fire fighting drills have new 
drills has beeri imposi 




cient, badly placed, obsolete 
I fiT^ fighting equipment plan has 
> discounts and on maintenance 


;tised. The planning and training of such 



ition pans were outdated. New schemes have been drafted, but 
lisfactory, as beihg too theoretical. Two scenarios must be 
n immediate retreat, in less than 10 minutes, and a quicktrain 
isdf^ptfwing two hours for the total dismantling and evacuation of all 
lerrTcablns and furniture excepted. The existing pans ask for 24 hours for 
else that should take not more than two hours. The matter will be pursued 
the arrival of our own transport and upon completion of the new 
iailations, and exercises conducted. 


K. HUMAN RESOURCES 


Even an increase of staff up to 18 inspectors will keep Umm Qasr far below the 
absolute minimum requirements for a, if not comprehensive, at least relevant 
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inspection of the incoming cargo. An optimal number of staff, in a port working at 
full throttle in its present constellation, would require 244 inspectors. 

Adequate handling material is also a prerequisite for serious inspecti|||v,. 
Presently, there is nothing, not even a calibrated scale. 

Working conditions are difficulL It is humanly and healthwise not poss|b|| 
for longer than two or three hours in a hatch, at 70 degrees, or on toe t, 

checking containers, at 55 degrees in the shadow. Inspectors rptjff rpdu ir 

presence, and, for three hours spent in the baking sun, neety 
before resuming their outdoors shift An eight hours shift, ^ 
should be understood as a maximum of eight hours pej;,day 
of two to three hours. 


The present crew has undoubtedly its qualities^ 
good. It must be said that they have suffere^ 
of a totalitarian character. Harsh words or 
common than a nonnal conversation, l ^^ idd 
were not exploited, even not looked ^^^ 1 S 
rejected the idea of continuing 
management return. 


As a consequence, toe pre; 
full to restore a normals e 
conditions. He defii 
had to open 
remained hei 
due to toe total 
well as d]^^^ e 
while 
toeii 







:#feftvvo Hours 
above, 
^ in slots 


e than average to 
iJevious management 
reprimand were more 
ibilities, no doubt existing, 
present in Umm Qasr firmly 
mm Qasr should the previous 


der, Mr. Thieny Benon, had his hands 
atmosphere, required in such working 
. On fop of his resources management he 
that had, under toe previous management, 
to all staff, a task that was made even more difficult 
briefing instnjctions or take over procedures, as 
Absence of serious filing. He had to find out by himself, 
constant shelling by the previous management and by 


toe absence of sufficient cross-, counter- and double-checks, an 
fShould be addressed. 

have, no doubt, been committed, due to a variety of factors, of which toe 
ve mentfoned are only a few. Other factors are: the absence of proper 
documentation, the difficulty of obtaining missing documents, toe passive 
obstruction shown by Iraqi authorities, toe multiplication of software tools, the 
difficulties of telecommunications, toe absence of precise working instaictions 
and of information on procedures. During the period of the visit, no major errors 
were found. 
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Mr. Berthold Szymlc2ek has 
He still, too often, refers on 
is as convivial as a graveyai 


Mr. Emmanual Kw; 
pharmacist He hi 
continue. He 
checking of hjs 
charge ot 


proper 









Mr. Benon, as a former Marine Infantry Captain, has no doubt the leader’s 
capacities to manage a crew and a camp. Some additional detailed training in 
procedures, as well as assistance in setting up adequate software tools, would 
be of help. His English is hardly sufficient 


Mr. Dumittu Sonea should never have been a deputy, not even an 
He is immature and unsure. He will execute orders when told, as a fj 
Block Lieutenant Commander can do. But vdien he takes an ii 
sure, be the wrong one. The errors that came up during the 
not all, due to him. Mr. Sonea, knowing that he could be 
visibly expected to be terminated at the end of the visit Mr, 
more administrative, and he performs only a limit( 
himself, which should change. His spoken English is^ 
to local standards. 


Mr. Erchen Geafar is underestimated. He is. 
systematic, reliable and, on top, friendly. His' 
suited for the job, as he knows inspeci 
Mr. Geafar lacks any leadership qualitii 


if 

errors, 
!S are 
specHons 
according 


inspector, meticulous, 
rfence makes him well 
almost all kind of cargoes, 
is rather poor. 


jualities, but is a decent inspector, 
e in Zakho, but this will disappear. He 
’. His English is acceptable. 


inspector by birth or by training, but a 
lly learned large parts of the trade, and is willing to 
rather slow, but delivers decent work, although 
mmended. It should be avoided to put him alone in 
is not sure about how to deal with problems without 


His English is acceptable. 

ierz Olszewski is, no doubL a first class inspector in silo 
?He is lost when confronted with other cargo. A silent, efficient, 
problem worker. He hardly speaks any English. 


Fer-Ame Hetland is a Nonwegian customs officer, and this says it all. He is, 
St probable, a trade union representative in his country. A good inspector, 
looking for the lost or hidden bag, and happy whenever he finds something 
wrong. He is as friendly as can be a customs officer who suspects you of having 
narcotics in your pocket. He can be nasty. 


Mr. Slawomir Biernacki is not precisely the hard striving or driving force of the 
team. He takes it easy. He is convinced that he knows it all, but he does not He 
produces decent work. If he spoke Polish, maybe people would understand him. 
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16 


Mr. Raoul Tramontana can be very good if he wants to. He benefits of a tong 
experience, and produces good work. From time to time, he needs to be pushed, 
and taken away from the television by force. A friendly fellow, with some aver^ 
to decent English. He is, probably, the man who knows Umm Qasr best. 

The ottrer staff members were not present. 


L. CAMP MANAGEMENT 


Compared to other camps Umm Qasr is well kept^ 
groomed. In absolute value, it could do better on 
Several issues of dirty spots were cleared wit 
must be said, immediately taken care of. So^ 
electric wiring, the emergency stop switch ( 
inside the kitchen, were taken up. Soi 
end of the visit. 


Unacceptable working condil 
the heat, called for immedi 
conditioner in the laundry 
the kitcheri, exposed to,iii 

Air conditioners 
conditioning wil 


An exhag 
and a; 






led and well 
aiRl maintenance, 
le caterer, and, it 
issues, like bare 
[or missing, gas bottles 
been address^ before the 


he ki^in and in the laundry room, due to 
Jes, like the installation of a small air 
fconstruction of a rotan canopy in front of 


with 50 degrees, and it must be feared that air 
at 65 degrees. 


ivS^^ of catenng equipment and cabin furniture was made, 
list ofreally needed, or simply required items, was drafted. 


red daily. Quality and variety of the catering is excellent. 
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PRUNIAUX Andre 


From: 

Sent: 

To: 

Subject: 


kulyk 

ThurjMay, March 30. 2000 3:28 AM 
AN^E 

Aum wtica tions of missing cargos 


From: kulyk@un.org 

Date; Wed. 29 Mar 2000 19:50:15-0500 

To: <Milan RADENO\^CpCotecna.aDm>, <Aaidre PRUNlAUX@Cotecna.com>, 
<a 20 uri^un.org>, <coinst@un.org>, <coins@un.c» 9 >, <comsz@un.org>. 
<coinsu@un.org>, <cotecna@go.tx)m.jo> 


Further to the infonr)a5<»t as provided below, I would Hke to 
ensure Uiat ail are aware that, in principle, we would 
discourage any and aK authentications after the (That 
we do not auftrenticate after the fact, ^uld be the stock 
answer to inquirmg suf^tiers & ofti^ interested parties.) The 
exceptions howev^ are outlined b^w. ) would stress that all 
of the infonnatiCMi communicated m this set of guidelines is to 
be kept "in hcHise” arKt not to be shared with the suppliers, 
shif^)^ Of interested parties, mduding 601 mtnistites 
and receivers. We w^t to ensure that we maintain control of 
what goods we do authenticate and that vre do so only under 
sound circumstances wift)in the established guidelines. 



Cheers, Verne 


29/03/2000 07:35 PM - 


Verne Kulyk 
26/03/2000 05:25 PM 

To: Milan RADENOVlC@Cotecf>a.cc»n at 
T Coins/UNDPA@UNDPA 
ACojnsAJNDPA@UNOPA 
Z Colns/UNDPA@UNOPA 
U Colns/UNDPA@UNDPA 
Cotecna Inspection Jordan 
Intemet^CMAlL 
Andre PRUNIAUX@C< 
cc: FarkfZarif 
Felicity Johnston 
Jun Cuba 
Miltcm Esiiker. 

Jennifer Caj 



- Forwaded by Verne Kulyk/OIP on 


tirr 


ns of nrUssing cargos 

0 readdress these issues with you for some 


events that have recently transpired vnth 
rel^^QT^ing caigos, removal from port areas w^ut 
Cotea^^wlec^. jwtential allegations of inappropriate 
influeB^made against UN personnel etc, I beReve that ft is 
vakJ to remind ourselves that, autfienlicatjons after the feet , 
are generally not acceptable and should not be done with the 
following exceptions. These exceptions should however still 
involve consultations with the Cotecna Field Manner and CMP 
(via myselO- 

We should authenticate missing cargo when ft has been 
established that the missing cargo has passed the borders, 


Permanent Subcommittee on Investigations 
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(this can be verified by consultation virilh Iraqi Customs), 
that you have the appropriate documentation on site, and 
that the missing authentication is a result of a 
mathematical error on the part of the sites {Given the 
amount of work that our inspectors go through and the 
pressure of the situations, these occurances are expected 
and we should not be concerned about admitting such errors 
and and should take whatever available steps there are to 
correct them). This should be done in consultation with 
OIP. 


We may also consider authenticating missing cargos that have 
not been reported to us by shippers, when it has been 
established that the goods were verified as having arrived 
in traq by Iraqi Customs. While cleariy not according to 
the eslablished procedures, shippers who do not repeat 
should be advised that these actions affect the supplier's 
ability to receive payment As such, when it can be 
established that there is no collusion between the shipper 
and the supplier, suppliers may be given the benefit of the 
doubt Any consideration to authenticate these goods should 
be supported by the appropriate documentation and physical 

examination of the goods inland and in consultatksn with 
OIP. 


We may also, in Ihe case of Oil Spares contracts, consktef 
authentications of non reported cargo when it can be 
established and confirmed that the goods were witnessed by 
Saybolt monitors as having arrived at the designated storage 
sites. These goods should be readily identHiable and 
examined by Saybolt monitors. This action should, once 
again, only be undertaken once the proper documentation .■ 
received, (items #1 to #6 below) ana after consultation wi^ 

Usually, we ieam of nosing authentication from the 
supplier when they become concerned ttiat paj 
beennrtade. may also, on a case by ca^i 
authenfcating such cargos that were not 
the authentication sites, when It can be “ 
of the following: 

verifying with Ir^j Customs that the g< 
written explanation from the r - 
to the non>report and assurai 
(authenticatjon will be withi 
documentatton is supplii 
delivery: 

the receiver has acki 
the goods are cle; 
according to th( " 

^at the 









. , it of the goods; 
id described as 

documentation; 
available for 


in fact examined by the UN independent 

id, 

nation Wflth OIP. 


|lnately not authenticate the arrival of 
ods that are bulk shipments, not clearly 
3 from other sirr^ar goods as those that were 
j not available frx* examination fas In the case 
Qsket Items that may have already been consumed). 
Such claims should be reported to OIP. 


Finally, as in the case recently detected at Zakho, we 
should not authenticate the arrival of goods where altered 
or falsified documentation has been detected. Si^ 
documentation should immediately retained and in no 
circumatances be returned to ttre shipf^r. You may also wish 
to report such discoveries to ihe approfwiate Customs 
authorities for their own action. Such occurances must. 

2 
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immediately be reported to OIP accompanied by a 
comprehensive report with all copies of the relevant 
documentation for followup and final decision on ttie merite 
of authentication. 


The port of Um Qasr and the geographical displacement of the 
Iraqi Customs in relation to Zakho are special situatbns. 
in that, at Um Qasr, the receiver, through the Ministry of 
Trade has ready access to the goods, while for Zaklw, goods 
are convoyed to to the Iraqi Customs headquarters in the 
North at Nineveh . Recently, at Um Qasr. we have 
encountered some difficulties regarding Uie removal of goods 
prior to inspection by the UN independent inspection agents. 
At Zakho, we have experienced the withholding of CMRs (due 
to quali^ disputes) stamped by Iram Customs, from the 
Zakho site. I would encour^e all team Leaders to interact 
witti the appropriate authorities (Iraqi Customs and 
port/facility managers) to explain the position with respect 
to authentications and solicit their cooperation. 

Please bear in mind, that when goods go unreported by the 
shipper to the UN independent Inspection agents at the 
borders of Iraq, whettier or not with the full Imowlec^ of 
the supplier, it is the supplier who is generally 
disadvantaged. Consider, however, diat, even if the 
mceiver of the goods admowledges receipt, such requests 
for authentication are subject to verification. If it is 
not possible to authenticate the goods according to the 
aforementioned criteria, then it is the supplier's/shipper's 
insurance that should bear the losses, not the excrow 
account of the Iraq Programme. Please also consider that 
there are a number of ^ors that may contribute to cargo 
going missing or even being non-existent As you alt are 
aware, all International / transborder shipnhents worldwide 
are vulnerable to abuses such as theft, pilferage, 
collusion, fraudulent documentation or by any numbi 
others reasons. Shipments to Iraq are no exception."*^ 
Shipments should not and win not be authenticate 
suppliers be nhade eligible for payment, mer^^ 
of claims from the suppfiers or the purch^^^^^' 

"Jecna) 



The UN independent inspection agentsX 
authenticators of record, and, as such, f 


le ohty 


beyond any doubt that suppliers 
ail of their obligations with resi 
goods for authentication 
borders. Any considerai 
authentrcations for good: 
borders, should be »n ■ 


A briefing regar^ 
implementatjor*^ 
participatini ' 
in addition s, 
the opportui 


pad 

to 





ftiUtilled 

■ 'al at the 
[to making 
n arrival at the 
•IP. 


issues relating to the 
284 )^l be presented to all 
'missions in New Yorl^ on March 27tth. 
'ementioned infomnation, I will lake 
irage suppliers to use tie suggested 
'e discussed, t will be emphasizing 
•rtance of Joint cooperati<Mh in 
ill go^s requmng authentications be 
UN inspection Ments at the border in order 
to be made eiigible to be paid. Further. I 
that goods that are not reported, will not be 
ited without tthe UN kidependent Inspection agents 
ition that the goods arrived. 


We can a!! appreciate that we want to ensure that tie 
necessary humanitarian supplies anive in Iraq and are 
available for their intended use. Procedures have been 
established by the Committee and the Office of the Iraq 
Programme has gone to considerable length to advise all 
participants of these requiretThents. The actions of ail 
persons involved in the autthenttcations process must be free 
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from any influence on the part of suppliers and receivers 
and be beyond reproach. Our adherence to these procedures 
is necessary in ensuiing U)e continued integrity of the 
programme and the continued confidence that the Committee 
places in ttie discharge of our duties. 

I would like to thank you all for your excellent efforts to 
date and would be pleased to discuss the implen^ntation of any 
other additional guidelines that may be undertaken in order to 
assist you in your functions. 

Note: This information will follow by fax from Mr. Farid 
Zarif, Chief, Contracts Processing OIP 
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Pruniaux Andre 


Verne KulykjWulyk@un.orgJ 
Monday, NofeVntJgToe. 2000 6:24 PM 

Pruniaux Andre (Exchange) <arKJre.fxuniaux: Cotecna Inspecyon Jordan <cotecna 
U Coins; Farid Zarif; Felldty Johnston; Dejan Radojevic 
Re: Continued - Umm Qasr ir>spection procedures 


Andre/ Milan/ Goran: Our understandir^ is ttiat authentications do not take 
place until after the goods have left the port Goods that have rx^ left 
the port area are not considered to have arrived In Iraq. We have 
disoissed the issue here and are of the opinion that we should not 
auth^ticate contalners/shlpnients of goods that may remain In ttie port 
area. I understand that Urey will affix an URN seal to Urose containers 
that they examin^inspect My concern is Uiat If they Uien authenticate 
these goods without knowing Urat they have left the port area, there is 
then the possft)ility that Ure goods may be rejected without theU 
knowled^. TWs wiR leave us open to criticism from the receivers. As 
w^l. auUienticaUng goods that are still wiUrin U>e port area, whRe being 
facultative to the suppliers In terms of payment, may result In the goods 
^ng diverted ax! never reacNng the supplier. Your propr^ed 
uCittiendca&in procedures also make the auffientication process vulnerable^ 
to such pcftenU^ allegations of fraudulent actions. % 

While I agr^ that it is unfafr for a supplier to wait weeks for an 

authentk^tion for goods that have arrived, but not accepted by th^^^?^ 

reefer, H is not our role to solve the port authorities probiem^ 

office has been quite voc^ and has consistently encourag^^^pura^^p 

additional e^ipment and Uie need to upgrade tire port 

Su^li^ vriil have to ar^e tills pomt with tire receivers 

st^wanls of tire ^cillty and in ch^ge of the dtschai^^^buti«^- 



ixrocedures. Vl^le we can recognize the problei 
nor have we created tirem. It is inappropriate fo 
drawn into this issue and for us to take any le^ 
their dilenvnds. We will, of course assistjs uS 
amdiorate tire srtuatiorrs however slKxti^ibt tS 
this. Cotecna's role, (perhaps unfor^^^^lue 
to work v^ln the current constraK^agC^^l^ 
situation. 


]^^y ^^ot obr proWems 
^ (OiP ^ prtecna) to be 
^^r^pfsoMng 

responsibility for 
to the drcurnstances), is 
>e^ use c4 a bad 


- ■'* the port authorities ren^j^e g^^^m the port area, the goods 
/rviould be authenticate^^^^less rwfe receiver Is In agreement or not 
(In the r^vkxis casesfier^^pefiverv or damaged goods, wh^e noted, an 
af^opriate comm^^^^^be made on the shipment Inspection form. Short 
deRv^ed goods authenticated. }. The issue of 

non-compj^^with specfficatkms then becomes an item for 

dlscussbg^P^^tiiesti^ler and the purchaser. With respect to the 
Issue I sirnply meant that conta'rr^ that y^ staff 

Will h^^^P^I^Pn this tile would stifi be in the port and not 
have ^^ ^g^^ tes. As discussed wth Craig, authentication should 
be cxmtin^^^verificayon that the goods have entered Iraq (deared the 
port gate^^Thls Is of ccxrrse dependent on the co-operation shown to your 
staff by ttw Iraqi Port Authwflies, Bottom line Is that if goods leave 
the port without being reported, that is bad f<x the supplier and tiie 
autiienUcation will not take place. This is the responsibility of the Port 
Authority^OT/SOMO and we should not take this on as our responsibility. 

If the situation of goods leaving the port without report to Cotecna 
continues, there vrill be a long list of supj^lers who will be very vocal. 

■Hreir complaints should then be directed to the Port 
fadlities/authorities. I would not like to see tfiese complaints drected 
at Cotecna for something that was done from a facilitaOve pcrfnt of view. 

Hope this darifies our positkm. 

Regards, 

Verne 


Permanent Subcommittee oo Investigations 
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'Cotecna InspecUon Jordan <cotecna@90.com.jo> on 24/1(y^X)0 11:16:23 AM 

To; “Verne Kulyk” <kul^@un.org> 
cc: "Felidty Johnston” <|ohnston@un.org> 

Subject: Continued - Umm Qasr inspecyon procedures 


Dear Verne, 


Following your recent conversation wth Craig, here are my concerns: 

To avoid possible confusion fcnr Umm Qasr Team I would appreciate If we 
can define something for their pretty clear procedure and action: 

Moment of tfie authenUcation : Will Team auttienticate after ^pection has 
been done (with or without receiver) ?,or as I understood from your 
ccmversation with Craig: 

Team should keep files peixiing until cargo(containefs) wilt leave the port 
7 

Here are points in favor df undertaking immediate inspection of the 
(xmtainers; 

1 . MOT as a main receiver for the key commodities is pretty expedient and 
^N^hey appear ^most always within cme week, arrd if the cargo is to be 
||;4ject^. they do it immediately. So there are no major delays in the key 
'"oxrunodities krspection and take-over, partially because of native of 

the cargo. 

2. SOMO is known as very slow in attending inspection, sometimes 
for more than a month tin^. OH spares consignments are checks 
war^KHises together with Saybott, and ultimate LOD has been 
all disaepanc^ in detail. It is noticed recently that SOMO 
representative does not sign for the compSance of goods t< ^ 
specifications during inspection (as it was before), but just ^ 
presence during the Inspectkm. However, real 
container mi^t be week or couple of weeks (ater^ 
transpcxtation avaitabfiity. (On the oti)er hand, 
later by Sa^x>lt, and ki the moment of the ii 
iderUificaticm of the goods agakist shipping 
experience of the inspector with ra( 
dear that fiiR compliance of cargo 
in ti)e moment of container in; 
notorious.) 


is done 
based on 
ibase and 
items -It Is 
is not realistic 
•andes are very 


. j3. MOE is second-known 
t.;^tainer8werestrBndj ‘ 
'Soon clearance. R* 
the sequence. 





of the 


for the Inspection. Some of 
two months, with no prospect of 
■’:GEEP.WATSAN, GAMCO are next in 


are related to the foodstuffs, which are 
liner is cm the container yard, it seems very 
inspection of containers (containing spare parts, 
le stuff) as soon as they are available - wHh or 
esence (in any case not conditioned to tire receiver's 


As^imingtl 
in^ecte^ 
op&ni^ 

wiff 

preserfS 

Before th^S^Snges were suggested from our side, authentication was 
consec^enl to the nearest date of Inspection and mostly because of 
ncm-pres^xe of the receiver and slow contain®’ handling with only one 
fork-lift -authentication was obviously delayed ( 1 am not excluding 
reasons inherent to human factor from our side). 

Now, making authentication process dependent to the physical removal of the 
cx>ntalner(s) from the port vwl! bring unpredictable delays in 
authentication -as there are no guaranties tiiat inspected container(s) will 
be carried away right after the inspection. Container port is laclung 
equipment arxl in the same time, there is no reliable source of container 
statistics in the port 

Some of containers have been "tost" i.e. witfwut record when and where 
they have been carried away. 


2 
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Markovic Tania 

n: Pruniaux Andre 

bent: jeudi, 18. janvier 2001 15:00 

To: (Amman) Radenovic Milan 

Cc: Saliba Joe 

Subject: Craig Airey's fax on containers leaving tiie port without inspection 


Milan, 


You send direcOy copy of Craig's letter + mono to Itfl-OIP-NY (WJn : Fefidty, Dejan - Copy : AEP) vwtfi your commits. 

ThM*S. 
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(coIwb) 


w 

COTECNA INSPECTION SA 

tfmmQosr 

UN SCR-386 PROGRAMME 


Fax 


Date: . 
Tti: 

Aft: 

Copy: 

From: 

Subject: 

Our Ref: 

Pages: 


18 Januaiy 2001 
Cotecna Amman 
Milan Sadenovic 
COINS Geneva -Andre I 
Craig Airey 
Containers leaving the pirt without inspection 
UQF/01/22 


Dear Milan 

Please find attached a copy of a letter to the Port Managi 


There has been a large inaease in containers 
foresee problems in Fduuaiy whqi suppliers 
not been paid. As most of the goods are oil S] 



^ne higher up to act they way they are 


In my opinion SOMO are bmng instructed 
as they are fiilty aware of the requ^^pts. 

The best situation for us woul^p if OI^®eed to let us authenticate immediately after 
goods have been inspected I sontainers to leave the port. 


I shall keep you 



1\> ^ hjJUu. 


MOf - V - 
(Aft - 
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Markovic Tania 

From: Pruniaux Andre 

Sent: lundi, 2. avril 2001 10:20 

To; UN,ORG-(Amman) Radenovic Milan 

Cc; Saliba Joe 

Subject: URGENT - RE: Into: Greenlight to reduce backlog in Umm Qasr 




02 . 04.2001 
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Praniaux Andre 


From: 

Sent: 

To: 

Cc: 

Subject: 


Cotecna Ins^tion Jordan tcotecna@go,com.jo) 
Monday, 2002 12:39 PM 
Pruniaux/wrX^ 

Saliba Joe 

Fw; Visit ol UNOHCTBeputy Humanilatian Coordinator 



Andre, 

Related to your recent points from DIP. 

This was quick report after Mr. Elhrerson’s visiL Dmitri was not diplomatic 
enough,incieed(conversalion took just 10 minutes) but on the other side Chris 
was raising questionsmailny related to smuggling of cargo. 


— Ori^nal Message — 

From: "Z Coins” <coinsz0un.org> 

To: 'cotecna* <cotecna0go.com.jo> 

Cc: ’joe.san>a' <joesaliba0cotecna.ch> 

Sent Saturday, Juno 01 . 2002 1 1 23 AM 
, ,;ubject Vfeit of UNOHCI Deputy Hmnanitailan Coordinatot 


> Dear MOan, 

> 

> Mr. J. Christer EHverson, Deputy Humanitaiian Coordinator 

> our Site on 1st of Juno. 

> 

> No general issues were raised by hkn for discussion. Thi 
>wereasfoilows; 

> 

> 1. How many trucks are crossing Zakho and Tg 
>■ under 986 Resolution? - The answer was 

> exdusively for 986 goods and it Is not 

> the number of smuggled goods and It 
Involved 

> In such matters. 

> ■ 

^ 2. If the situation improved fq 
>delvery of Humanitarian ‘ 
stuck somewhere In Ti 
1st quesBon that 
> confirmatioo of 


from our side 
itetobe 


a delay of the 

ntioned that 2600 trucks are 
answer was the similar as to the 
we are responsbie forthe 
to Iraq and we have no knowledge of 
some problems with the deliveries. 


>pr< 


estions it became obvious that Mr. Elfverson has 


sbiHties of Cotecna In Iraq. The whole meeting look 
Immutes. 


1 
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Pruniaux Andre 


From: colecnal {cotecna! @go.com.|oj 
Sent: Monday, July 08, 2002 9: 1 3 AM 
To: Undisclosed-Recipient:; 

Subject: Fw: Wafa Twal. e-mail address 
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COTSCNA 

COTECNA bisr^ctton S.A 
ZAKHO-IRAQ 



UI^R{»6 


COrcCNA Inspection S A 
PO Box 1 

SItOPU TURKEY 
24 S^ember 2CK)3 


Teh +4122 8497870 
Fax; +41 22 849 7871 
Email: coinsz@un.oi^ 


To Whom It May Concern: 

Re: ARTHUR WRXIAMVENTHAM- COTECNA EMPLOYEE -IRAQ 

COTECNA Inflection SA. Is the Independent inspection Agency appointed by the United Nations Security 
Courxiii to insf^ and authen&^ shipments into Iraq under the ai-^ices of the Uniteci Nations Security 
Councii Ref^ution 986 - Oil for Food Project 

Artiiur Ventham has tieen em^yed wifo Cotecna ^nce De<»mber 2002 and will leave die Mission with 
21* November 2003. I have had foe privilege of woridng wlfo Arthur, initially at Ar'ar whfi I was Derputy Team 
Leader and later at Zakho when I took over foe responsibilities of Team leader and was jnstnim^ta) in having 
him a^xxnted as As^t»it Deputy Team Leader. 

During his appointinfit with Cotecna, Arthur has jxoven to be a very consder^ces and dedicated team member 
who assisted me greatiy dudng the uncertain times experienced during our return to traq. particui£»ty wlfo 
the adminlsfoation, security ^ tinaiciat accountably required to ensure that foe site operated at maidmiffn 
effkaeaKty. 

When asked to write a reference for hfoi I did not realise how difficult it would be, given foe support and 
asf stance he has txtn^ed over foe past 1 0 months, however, i would fike to say that 

• Athur b a very dedicated and hard worldr^ individuai who gives himself more foan 1 00% effort at all 
times, regardless of the situation or amount of stress, anxify or confosion foat may arise. 

■ hte is a natural leader, who is ^le to mnplement foe aims arto objectives of foe organisation with littie or 
no recourse from hb Managers or staff. 

• His administrative and organbationai skills are of a very high calibre as are his financldi and auditing 

• He is able to communicate effectively with people from a variety of cultures and backgrounds and is 
mindful of foe various different efonic cuittres and nuances associated with different nationalities and Is 
able to build rappcxt with international staff at all times. 

• Arthur b an honest and dedicated member of our team and is always prepared to go the eidra mile when 
nested to ensure titet timeframes and de^flines need to be met 


It is wifo regret foat I see him lea^ra foe Mission as he will be sadly missed, not only by me but his feltow team 
memb^. I haw no reswvations about neaMTimending him to tmy enfiployar, at an international or natiorjal 
level, if any forfoer information is lequired, please contact me at our com|»ny 

website coins 2 @un.ora I will be haj^y to oblige. 



COTECNA Inspection S.A. 

ZAKHO • IRAQ 


rCOTECNA 

2 h SEP 2003 


UNSCR 986 PROJECT 

2WO«0 


= Redacted by the Permanent 
Subcommittee on Investigatioi^ 
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Page I of 1 


Pruniaux Andre 


From: Pruniaux Ancre 

Sent; Monda^^eplember 29, 2003 4:07 PM 

To: Saliba Joe — 

Subject: FW: RESIGNATION 

Joe, . 

Please tell him to leave (as soon as possible!). 



Andr6 E. Pruniaux 


— Original Message — 

From: Mhur Ventham [mailto.'VHHIfll 
Sent: Mcrxlay, September 29, 2003 3:28 PM 
To; andre.pruniaux@cotecna.ch 
Subject; RESIGNATION 


I = Redacted by the Permanent 
Subcommittee on Investigations 



Mr Pruniaux, 
For your action. 


Arthur Ventham 



Chat via SMS. Simply send 'CHAT to VP^Ts . j^re info here. 



9/29/2003 
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COTECNA inspection S.A 

AQABA - JORDAN UNSCR 986 


MINUTE 


TO 

FROM 

CC 

RE 


Andr§ Pruniaux 
Arthur Ventham 


Joe Saliba 
Milan Radenovic 




29 September 2003 

^‘Si- 


resignation - COTECNA INSPECTION S.A. 


Mr Pruniaux, 

! refer to your email that I received today in relation to my cogy humiliating treatment that I 

had received by being moved from ADTL Zakho / iskendeqj^^ ^^^ed to Aqaba as an Inspector. The 

email, as brief as it was, gave no reason for the decision ^pfolleagues and is not one that I would 

expect from a Vice President of an international orgM^ati^^ vever it does confirm my impressions of 

Cotecna as being a very small minded organisation ^ygp^lted f gement ability necessary to deliver quaMy 

outcomes in the international arena. 


Given the above scenario, I cannot give 
Mission and hereby officially terxler my n ' 
Inter alia the following: 


The management practice: 
‘Investors In People’ or 
leading organisations^^ 
very professional 
held very senior 
employed by 






and support I had Intended when I first joined the 


le reasons for my resignation are numerous and mciude, 


CoT^pi^rong in the dark ages and do not comply with ’Best Practice’, 
lual^'f^nagement* F»^rammes taught and espoused by many of the 
ititutions In the world today. Maybe I have been privileged to vrork for 
le past, I don’t know, however, I have been around long enough and 
lanisations to know ^at works and what doesn’t, and the practices 
brk. 


^nO^ant qualified and experienced personnel in the Mission prefemng Instead to employ 
^from Third World and Eastern Eurc^>ean countries who have little knowledge or 
1 of vrt^at is required of them in a complex and sophisticated area such as the ’Oil for Food’ 
Rhis CHI the fact that I have conduct^ numerous audits on Inspection Reports and found 
'lime again, these people have recorded the incorrect Informatkm In the repcMts, thereby 
I payment to the suppliers. A simple example is where an Inspection Report shows six items, 
■nprising a number of sub Items and the Insp^or completing the report cannot Identify the actual 
?r of components being imported. In one audit ttiat I did it was identified that an OC had been 
l^leted nearly 6 months ago and yet was stiH "open’ because consecutive Inspectors had no idea on 
i to calojlate the number of items included in the Packir>g List supplied. In every case ttrat I was 
involved with could be traced back to the same persons, yet they are still employed after 2 .-3 years. 


During my time with Coteaia I worked long and hard, volunteering to undertake numerous extra 
responsibilities and duties, often working 8-10 hours per day whilst In Zakho and for what? I found out 
that when ! was appointed to the position of ADTL and given a pay rise of $300 per month that I was stHl 
only earning the same rate of pay as other Inspedors frcxn Sweden and Denmark, despite having the 
responsibility of a remote site, the safety and wfelfare of up to10 Inspectors and the day to day operations 
of a fairiy dangerojs and Insecure site. 


SA012191 
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Resignation 


2 


The tme test of a leading company is the kind of Manager that it turns out, either by its recruitment 
practices or in-house training; the same can be sakJ for its staff. Cotecna does not have “Experts in 
Mission', instead they recruit basically anyone ttiat they feel they can put into a country (like Iraq) and 
expect them, mainly through inappropriate w at the least very poor training, to support the company 
achieve its “bottom line". There are clear exam^^s of where Cotecna have got It wrong, not once, twice 
or even three times but time and time again. They re-employ people who have shown their true character 
by undertaking nefarious activities that have tn-ought the organisation into disrepute, not only do they re- 
employ them they put them in senior positions within the company. Cotecna then play Inspectors of 
against Inspectors by saying that we should not discuss our contracts amongst ourselves as we each 
have Individual contracts with the company. The truth behind this is so that Inspectors will not find out 
that they are being paid less than another person vAk} does less than they do, a clear case in point was 
my own salary compared to the Swedes and Danish contingent who were receiving exactly thti sanR* rate 
of pay as myself but were only contributing about V* of what I was doing and who often amw ta.mefor 
advice on how to do their job! There Is an old saying: “If you pay peanuts you get monkeys" ynrlSiis 
is certainly the case witti Cotecna. ^ 

Honest and open communications between employer and employee shoul^ be ambn^^the highest 
priority for any organisation, unfortunately this is not the case with Cotecna.^^lf^lead we afe'left to find out 
v^at is happening through an informal process, rtamely the rumour mill^p^l^f ^^ring it direct frcxn 
management. A clear example of this Is the incident involving our colt^^f§|^g|pinpted to enter Iraq 
from Kuwait. It was a number of days bef(xe we heard anything ^^^^^{^^liement regardktg ttiis 
incident, instead we heard about it from our colleagues themsj^^balm^Sl^same day. it would not 
have been a monumental task for management to put out an U^ite* that covered the salient 

points, stating that everyone was safe and that all members injured had been treated and 

were back In Kuwait. I think it was about 4 or 5 days, any formal announcement was 

seen by Iskenderun / Zakho staff from yourself or etc. A very poor state of affairs 

indeed. 


Finally, professionalism, i have been accuse<i^^^own^^ff back in Australia that I am, at times, a bit 
too professional in my wDrk ethics arrd that I e^^^^^o much from staff, however, I have never in my 
entire 25 years as a Manager or CECX^^had^^^^member resign for job dissatisfaction or lack of 
op|x>rtunities within those compar^^^d ^an1®ions that I had responsibility for. In tiie last 
Government position I held, durir^^e last^^nonths of my tenure, everyone that was posted to my 
geographical area always reque^^hat tf^p^anted to work on my team. Not because 1 was a slack 
Manager but because I gave ev^^^l^^^portunlty to achieve their full potential through the support 


and professional appro: 
last leave, when I visits 
for the Customs are: 
the professional 
and become more* 
Cotecna has^ 


i believe that 
required ii 
employmenf 




nd expected of my staff. It was interesting to see, that on my 
; employed m, that 5 of the 6 Managers oirrentiy responsible 
iational Airport came frcxn my old team and each one thanked me foe 
led, dev^oped and encouraged each of them to change thefr outiook 
their dealings staff and other major stakeholders. Unfortunately, 
that expertise and pfofessbnallsm because of its lack of the same. 


ed to give 14 days notice of my Intent to leave the Mission and ! hereby do so. I am 
Australia no later than the 15** of October for personal reasons regarding future 
ities and ask that I be released as socm as is practical . 


Arthur Ventham 


Page 2 


9/29/2003 
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CONTRACT FOR THE SUPPLY OF DIESEL DREDGERS 
ANNEX AGRI- 7 , CODE NO. 0S-07-4l00n3 
SECTOR AGRICULTURE , SUB-SECTOR : IRRIGATION, 
APPENDIX-7 


CONTRACTNO ! IKRfMOU /IV )«*/»• 

DATE :12/1I/19M 

FIRST PABTY( BUYER) : MWISTRY OF IWUGATION. 

PLANNING AND FOIXOW OF OFFICE 
PAlASnNE ST BAGSD/U> - IRAQ. 

SECOND PARTY ; SHANGHAI MACHINERY IMP A EXP .<GRODF)CORPaAI 

NO: AiS.JIANG NING ROAD. SHANGHAI MOMI, 

TEC ;( OZt ) 6271 ISSI FAX :( 021 ) CKS635 
CHINA. 


ACCORDING TO THE “ MEMORANDUM OF UNDERSTANDING “ 
ENHANCED DISTRIBUTION PLANT ( PHASE FOUR ) BETWEEN THE 
SECRETARIAT OF THE UNITED NATIONS AND THE GOVERNMENT OF IRAQ 
ON THE IMPLEMENTATION OF SECURITY COUNCIL RESOLUTTON NO 
<1153-1990 ), THE TWO PARTIES AGREED AS FOLLOWS : 


DKSB. DREDGERS FOR RIVER DREDGING. 

( DREDGER EQUIPMENTS FCHt SEDIMENT REMOVAL FOR 
RIVERS )WTrH THEIR ACCESSORIES AND SPAKE PARTS 
AS THE ENCLOUSUER . 



a- IV 
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TRE PBICES or THE OIESS. DRElnGEPS WHICH UtE SUBJECT OF THIS 
COMTRACr . HA VE BEEir FIXED BY SEIXEB AND ACCEPTED BY THE 
BUYER AS FOLLOWS I 

ACCORDING TO ANNEX ACM - 7 , CODE NO 0S-O%0as03 SECTOR AGMCULTDRE 
SUBSECTOR IRRIGATION . APPENDIX -7 


C' 


ITEM 

CODE NO. 






OslOT- 

00020 

coms SECTION 
0KE2>G£R (SMOUffi) 
WlTHTHSm 
ACCESSORIES AND 
SPARE PASTS 

4 

1344000 

5S70000 

2 

05-07- 

00021 

DKESILDREJDGER 
CUTTER SECTION 
DREDGER ( 1000 

Ma/E ) WITH THEIR 
ACCESSORIES AND 
^ARE PARTS. 


1749250 

C997000 

THOUSAND UiS DOU 







ARTlCLE<4>ogAijrv; 


A- THE SELLER GDRANTEBS THAT ALL THE GOODS TO BE SUPPLIED DNDKR 
THE TERMS OF THIS 0(»rCRACT ABE NEW , UNUSED , NOT 
RECONUmONED AND MANUFACTURED ACCORDING TO ENCLOSUCR 
SPECIFICATIONS . 


B- TO BE FINAL ACCORDINC TO THE CONFlRMA’nON OF THE SECRETARY 
GENERAL’S DESIGNEE AFTER ARRIVAL OF THE EXPORTED GOODSTOUM 
QASSER.IRAQ. 


c- A CERTIFICATE ISSUED BY CHINA IMPORT * EXPORT OOBIMODIIY 
INSPECTION BUREA CONFIRMING QUALITY OF GOODS IN COMroUHRY 
WITH CIWTBACTUAL CONDmONS AND / OR ANY OTHER CERTIFICATE 
IS SUED ACCORDING TO DOERNATIONAL CLASSmCAHON CERTHICATE 
IN CHINA ( WHICH IS ISSUED BY CHINA CIASSIFICATION SOCfETY CCS ) 
FOR HULL OF MIEDGER. BUUnNG CEirnnCATE ISSUED BY THE 
MANUFACTURER ACCORDINC TO CHINESE SHIPYARD DESIGN 
STANDARD ( MARINE DESIGN A RESEARCH INSHTUTE OF CHD 




( 2 - 11 ) 
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TEST WUX TAKE PEACE NEAR TBS CHINISE SBIFVAIU) IN PRESia^CE OF A 
REPRESENTATIVE OF THE OWNER ( BITYER ) ACCORDING TO CHINESE 
SHIPYARD DESIGN AND STANDARD . CHARGES TO BE ON SELLER'S 
ACCOUNT . THE SELLER WILL INFORM THE BUYER SO DAYS BEFORE 
SHIPMENT DATE FOR INSPECTIOi^ , IF 'aHE BUYi» DOSE NOT ARRIVE 
WITHIN THIS TIME , THE SELLER IHEN WILL SHIP THE GOODS AS PER THE 
tTC. - ■ ' 



: CHINA .TIANGIN SHIPYARD OR DONGHAlSBlFyAKD 
TO BE CHOSEN BY BUYER 




ABYlCLEffl SHIPMENT: 


ALL DREDGERS WILL BE COMPLETE WITHIN 20 MONTHS AFTER QPENING OF 
THE L/C ACCOUNT . WITHIN 12 MONTHS AFTER EFFECTIVNESS OF THE L/C 
ACCOUNT THE MINIMBM OF 4 UNITS WILL BE DELIVERD AND REMAINING 
DREDGERS TO BE DEUVERD IN THE FOLLOWING MONTtiS . 


ARTICLE f 7) TOTAL CONTRACT VALPE : 

US S 11373000 ( TwaJmm mh-UOM amh ttoct wnKniiF.i> ami> SKvrwTV 
THREE THOUSAND DOLLARS LMLLY ) . 

ARTICLE TORT OP SHIPMEWT ! CHINA ■ TIAK((HN OR SHANGHAI 


ARTICLE f91 FORTOEPESHNATION i DMQA^ER.IRAQ. 

ARTICue no) terms OF eayment ,• 

> incase IA;( governed BY U.CP.im REVISION OF I.CC.PDBUCA1HHI 
NO. SOO ) OPENED BY BAMQUE NATIONAL DE FARIS SJL NEW YLMUC BRANCH 
( IRAQ ACCOONT ) AOCORDINC TO THE REQUEST OF CENTRAL BAHK OF IRAQ 
FOR THE BENEFIT OF THE SELLER PAYABLE FROM THKCASH CqUATERAL 
REQUIRED UNDER l/C AMOUNT AND ITS FEES PURSUANT TO TBECM-OlU J 
AGREEMENT. ' 


THE UC SH ALL BE OPENED FOR THE TOTAL VALUE , RRIVOCABLE , 
PERMTTTING PABTIAL SHIPMENTS AND TRANSHIPMENTS . THE UC SHALL BE 
VAUD UNTIL PAYMENT OF THE TOTAL CONTRACT VALUE IS FUUILLED ( 
(thirty MONTHS). 


PAYMENT SHALL BE MADE IN INSTAUMENTS CORRESPONDING TO ACTUAL 
DEUVEREES OF EACH SHIPMENT TO IRAQ. 

THE IVC SHALL BE PAYABLE /:ii«MlM^WLLCH SHIPMENT A”' '’■! 

ACCORDING TO THE SUBMIS^iONOPIREFOttiOWINGDOCUMlxinnKIN 

‘ •«?- 


/3-W 


THE IVC SHALL BE PAYABLE 
ACCORDING TO THE SUBMLS^UN L 
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A. COMMERCIAL INVOICES , 3 ORIGINAL , 3 COPIES . 

B. CLEAN BILLS OF LADING . 3 ORIGINAL . 3 COPIES . 

C. CERTIFICATE OF ORIGIN , I ORIGINAL , J COPIES . 

D. PACKING LIST , 3 OMGINAL , 4 COPIES . 

E 


F, 


G. A CONFIRMATION BY THE SECRETARY GENERAL’S DESIGNEE OF THE 
ARRIVAL OF TBE EXPORTED GOODS IN IRAQ , PROVIDED THAT : 

«. THE BANK SHALL NOT BE REQUDtXD TO MAKE ANY PAYMENT UNDER THE 
UC UNLESS AND UNTIL THE UNITED NATION* S DUO ACCOUNT CONTAIN AN 
AMOUNT SUFFldCTT TO REIMBURSE THE BANK FOR SUCH PAYIWENT AND 
ANY FEES RELATING THERETO 

!>. THE BANK SHALL NOT MAKE ANY PAYMENT UNDER THE la: UNLESS THE 
AUTHORIZED UNITED NATION'S OFnCIALS DESIGNATED AND HAVING 
APPROPRUTE AUTHORITY APPROVE SUCH PAYMENT . 

C. ALL required DOCUMENTS U5TED ABOVE AND STIPULATBI IN TBE Lie 
ARE PRESENTED AND IN ORDER IN ADDITION TO TBE TERMS AND 
CONDITIONS OF TBE L/C ARE COMPLIED WITH . 

il FARTUL PAYMENTS CAN BE MADE CORRESPONDING TO ACTUAL 
DELIVERIES OF EACH SEDIMENT TO IRAQ . 

B. INSTALLMENTS DOCUMENTARY DISCREFANODCS CAN BE WAIVED ONLYBY 
SECRETARY GENERAL . 

P. AMOUNTS RELATED TO TBE SETTLEMENT OF SHORTAGES , DAMAGES FOR 
EACH SHIPMENT ( ACCORDING TO THE CONFIRMATION OF THE SECRETARY 
GENERAL’ S DESIG NEE WHICH SHOULD BE SENT TO THE SECRTTARY 
GENERAL WITHIN Z4 HOURS ) SHALL BE REMITTED TO IRAQ ACCOUNT . 


CERTIFICATE OF INSPECTION CSSUEO BY CHINA IMPORT * EXPORT 
COMMODITY INSPECTION BUREAU , 1 ORIGINAL , 3 CpPI^^ ,, 

A COPY OF TBE <61 COMMOriTE^ LETTER STATING THAT THE EXPORTER 
( SELLER ) IS EUGIBLE FOR PAYMENT FROM THE UNim* NATIONS IRAQ 
ACCOUNT. 


ARTICLE nn 

A. OKriES OF EACH OOODMENTTS SHOULD BE SUBMIITED TO BOYER AS 
SOON AS SHIPMENT OF relative GOODS . 

B. ALL DOCUMENTS , INVOICES AND CORBESPONDANCES CONCERNING 
THIS CONTRACT MUST BEAR TBE L/C NUMBER. 



( ^-IV 
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SELLER SHALL PROVIDE BUY£r)iH£ DETAILS LISTED 
before arrival^ ^ - 

- DATE OF SHIPMENT. ' 

- NAMES OF VESSELS WITH FULL DETAILS. 

- VESSEL ARRIVAL (ETA). 


BELOW 15 DAYS' 



ARTICLE (13) SHIFPINC MARKS; 


MINISTRY OF IRRIGATiON 
CONTRACT Na 
NUMBER OF L/C. 

GRO^ AND NET WEIGHT . 


ARTICLE (14) DISCHARGE COWglTLQNS = 

A BUYER SHAU. ANNOUNCE ARRIVAL OF CARGO AND INSTRUCT UN 
DESIGNEE TO START INSPECTION OPERATION DHMEDIATELY AFTER 
CARGO'S ARRIVAL. 

B. IN THE ABSENCE OF ORIGINAL BUX OF LADING AT DISCHARGING PORT , 
CARGO TO BE DISCHARGED AGAINCTIETTER OF UNDERTAXING BY 
BUYER'S REPRESENTATIVE . IF REOUZRED , SUCH IXTTER OF 
UNDERTAKING SHALL BE AOCEPTABIX FOR NEGOTIATING RESPECTIVE 
1/C IN STEAD OF THE ORKSINAL BOLL OF LADING . 


ARTICLE ( IS ) AMENDMENTS OF THE UC : 

THE BUYER SHALL OPEN UC IN ACCORDANCE WITH THE TERMS OF THIS 
CONTRACT . IF ANY DISCREPANCE S FOUND , AMENDMENTS OF L/C 
SHOULD BE MADE IMMEDIATELY BY BUYER UPON RECEOPT OF THE 
SELLER’S ADVICE* FAILING WHICH BUYER SHALL BE HELD RESrCNtiOBLE 
FOR ANY LOSSES THUS ZNCURREHAS WELL AS FOR LATE SHIPMENT THUS 
CAUSED , ■ 

ALL EXPENSES RELATED TO 1/C INSIDE IRAQ ON BUYER'S ACCOUNT . BUT 
OUTSIDE IRAQ ON SELLER’S ACCOUNT . 


ARTICLE ( KlfENALTY : 


GOODS TO BE SHIPPED WITHIN THE AISIEED PERIOD 
SELLER SHOULD PAY TO BUYER A PENALTY EQUAL (U)0& 
THOUSAND ) PER UraX FOR EACH WEEK OF DELAY FO^ 
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QUANTITY EJ/CETT KIRCI: MAJEUSE WHICH MUST BE PROVED BY THE 
SEULER AND DELAYS DDE TO CAD»S BEYOND SUMMER'S CONTROL ARE 
NOT UABLE TO PENALITY . THE TOTAL AMOUNT OP raNA LTY W ILL NOT 
EXCEED I0?t (TEN PERCENT) OP VALUIKW UNSHIPPED QUANTITY, AND TO 
BE DEHtS-mD IN IRAQ ACCOUNT AT Bi(.P. NEW YORK . 

ARTICLE ( 17 ) WARRANTY : 

SELLER CURANTEE IT'S DIESEL DREDGER UNINER CORR ECT USE A ND 
FORMAL WORKING CONDITIONS AGAINST MANUPACTUREH DEPIKJflOR A 
reRIOD OF ONE YEAR PROM DATE OP ARIIIVAL|OR ONE THOUSAND 
WORKING HOURS WHICHEVER COMES FIRST. 

THE GUARANTEE CANNOT BE CALLED IP THEPAIUniEISDDETO’IISAGK 
NOT CONPORMINC TO THE SPECIFICATIONS AND INSTRUCTIONS OF THE 
SELLER OR DUE TO CARELESSNESS OR NEGUCCTOR DDE TO AKACCIDENT. 
SELLER WILL PROVIDE THREE TECHNICIANS FOR A PERIOD OP SIX 
MONTHS TO PREFORM START - UP OP EACH DREDGER’S SHIPMENT. 

ARTICLE ( 18 ) NOTIFICATION OF SHIPMENT : 

THE SELLER SHALL ADVISE THE BUYER ABOUT THE SHIPPING SCHEDULE 
AND ROUTES 10 DAYS BEFORE THE ARRIVAL TIME OP EACH SHIPIMENT TO 
UMQASSER. 

ARTICLE (19 1 

THIS CONTRACT IS SUBJECT TO THE APPROVAL OF THE C6t SECUBnV 
COUNCIL COMMTTTXE . 

ARTICLE (20) 

THE DETAILED TECHNICAL SPECtFICA-nONS OF MARIC HL3Z3 1 AND 90-3232 
ARE CONFIRMED BY THE BUYER AND THE SELLER SHOULD BE AN INTEIttAL 
( fart OF THIS CONTRACT TAKING OTTO CONSIDERATION THE ATTACHED 

MODIFIED LIST. 


■ ARTICLEf21) 

. .THIS C PNTRACTmiGMEP IN BAGHDAD ON THE Ulh OF NOVEMBER I»0 


Y9 


FIRST PARTY ( BUYER ) 


SECOND PARTY ( SELLER) 

FORAPmON BEHALF OF 


FIMt AND ON BEHALF OF 

MINISTRY OF nUUGATION 


SHANGHAI MAOHNERY 

PLANNING & FOLLOW UP 


IMF « EXP (GROUP) 

^FFICE ✓ — 


CORP.,LTa 

li U . ABDULGHXM 

y/ 


WUUNMEI 




C (f- 
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MODIFIED LIST 


THE FOLLOWING OEMS WHICH ARE MENTIONED IN THE 
MARIC-98-3232 AND MARIC 9M231 SHOULD BE 

fe:' 

CHANGED AS FOLLOWS 




■ 

■ 

AMERICAN (CUMMINS ) DISEU ENGINE INSTEAD 

OF MWM FOR THE MAIN . SECONDARY AND 

PUSHER ENGINE, f 

m 

9 

THE MAIN HYDRAULIC PUMP FOR CUTTER BEAD 
SHOULD BE GERMAN INSTEAD OF CHINESE 

m 

16 

THE MAIN AND SECONDARY GENERATOR SHOULD 

BE SIEMENS INSTEAD OF LANZO. 

■ 

Iti 

TEETH OF THE CUTTER HEAD SHOULD BE OP THE 
SORT THAT CAN BE REPLACED AND SHOULD BE OF 
GERMAN ORIGIN AS WELL AS BEARING. 

■ 

Ifi 

THICKNESS CMP THE PANTOON PLATE SHOULD BE 

IN ACXXHtOANCE WITH THE DIMENSIONS STATED 

IN THE COMPANY’S LETTER DATED 29.10- 1998 



C7'f?; 
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( ENCL<KUIUE ) 

CUTTER SUCTION DREI>GER«IZE { 1000 


GENERAL SPECmCAT iPHS t > 

DREDGER CXWSTRnClED AOOOWMNG TO ( MARK ) 

MAXIMUNDREDGINCDErrH: MM 

MEAN DRAUGHT iWraSWlX BUNKERS APHBOX 1AM ; 

CAPACITY OUTFDTSOUD : 1000 MUHR AT SOO Mi DISCHARGE PIPE 
MAXIMUM AMBIENT TEMPIKATURElSSc ' 

MAXIMUM RIVER WATER TEMPERATURE : 31 c 

CHARACTERISTICS AND TECHNICAL SPE CmCATlQNS i 

- DIESIL PORTABLE CUTTER SUCTION DREDGER DESIGNED TO DREDGE 
IN RIVER POR DREDGING MEDIUM PLASTIC CLAY WITH NATURAL UNIT 
SAND. 

- THE MANUPACTURE PROCEDURE OF DREDGER TO BE OF CHINESE 
SHIPYARD STANDARD AND IN ACCORDANCE WITH THE STANDARD OF 
CCS ( CHINA CLASSIFICATION socmr ) 

- TBEDREDGER IS OF THE DISMOUNTABLE TYPE, NON PROPELLED. 

■ THE HEAVIEST DISMANTABLE PART OF THE DREDGER SHOULD 
NOT BE MORE THAN 70 TON. 


- THE PUMP ROOM IN THE MAIN PONTOON 15 EXECUTED AS A 
WATERTIGHT COMPARTENT . 


- THE HYDRAULIC DRIVEN CUTTER DiSTALLATTON IS MOUNTED ON THE 
FRONT SIDE OF THE CUTTER LADDER RENUABLE TEETH OF BOTH SOFT 
AND HARD CLAY AS WELL AS BEARING OF THE CUTTER HEAD ARE 
FROM GERMANY. 

• THE DIESEL DRIVEN DREDGER PUMP IS MOUNTED IN THE rUMP ROOM 
OF THE MAIN PONTOON. 

- THE GENERATION OF THE HYDRAULIC ENERGY FOR ALL BfADf DRIVES 
AND THE ELECTRICAL ENERGY FOR THE DOARD CntCUrr IS PROVHMSD 
BY AN AUXIUAKy DIESEL ENGINE WHKH IS INSTALLED IN THE MAIN 
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- 350MHX>ATlNGPn«lJI>rE(ZNCLimiNGFONlON5ANDI1JDaBLE 
HOSE AND ISOM SHOKE me UNS. QUANTITY 4 SET (ONE FOR 
EACHDR£I>GER) 

> THE PUSHER EQUinCDWITBOElSEL ENGINE AMR CAN UMJ> SMS 
OF iiRESH WATER ANlll^MS FUEL ODU WITH PUMPS AMR ITS 
ACCESSORIES > QUANTTIY : 3 UNIT ONLY ( FOR 4 DREDGERS )WnB 
DIESEL ENGINE OF SUHTAUX POWER TO DRIVE DREDCm AGAINST 
RIVER WATER STREEM. THE PUSHER IS EQUIPPED WITH 3 TC»( 

CRANE . . 

- SERVICE RUBBER BOAT (WrmODT ENGINE). 

- QUANTITY: 4 UNIT (ONE FOR EACH DREDGER). 

- TOOLS* SPECIAL TOM.S AND ANY NECESSARY TOOLS FCHt REPAIRING 
AND ADJUSTING , DISMOUNTLING THE PARTS OF THE DREDGER . 
QUANTITY : 4 SET ( ONE SET FOR EACH DREDGER ) 


SPARE PARTS FOR EACH DREDGERS ACCORDING TO 
ATTACHED LIST 



(5- W 
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- THE OREOGER IS EQUOfPED WITH TJVING ROOM FOR (10) WORKERS 

WnHrrSFURNmiRE KITCHEN ATiOAIRCXINMTION. 

- THE DREDGER IS EQUIPPED Wire .iNCEOR BOOM DEVICE. 

- THE DREDGER IS EQUIPPED WITH MAIN GENERATOR ( SIEMENS ) > PORT 

GENERATOR ( ISKVA) AND PORTABLE GENERATOR (SKVA ). 

- THE DREDGER IS EQUIPPED WITH DECK CRANE SlUTABlEfORUrriNG 

DREDGER PUMP PARTS. 

- THE TANK FOB on, WATER, USED OIL AND HYDHAUUIC on. ARE 

INTEGRATED IN THE SHIP^ CONSTRUCTION . 

- MAIN ENGINE IS DIESEL ENGINE, COOLED WATER TYPE AMERICAN 
CUMMINS SUITABLE TO DRIVE THE DREDGE PUMP. 

- MAIN BOARD SUPPLY VOLTAGE IS 3PH, OOOaMV , 50HZ. 

. AUXIURAY DIESEL ENGINE TYPE: AMERICAN CUMMINS FRESHWATER 
COOLED. 

MAIN BYDRAUUC PUMP IS GENUINE PARTS (FROM GERMANY). 

- WATER COOLING SYSTEM : EACH DIESEL ENGINE IS CONNECTED TO 
THE COOLING WATER SYSTEM WITH GALVANISED BOX COOLER . 

TESTING AND TRIALS 

THE DREDGER WILL BE TESTED BEFORE DELIVERY. 

THE TEST WILL TAKE PLACE NEAR THE YARD IN THE PRESENCE OF A 
REPRESENTATIVE OF THE OWNER 
TESTING IMPLIES : 

SHORE TRIALS 

FUNCTION TEST OF ALL EQUIPMENT. 

INCLINING TEST REPORT . 

DBEDGINC TRIALS 

DREDGINC TRIALS WILL BE CARRIED OUT WITH ALL MtEDGWG EQUIPMENT 
IN OPERATION. 


CHECKING TRIALS 

THE REASSEMBLING OF THE DREDGER AT rrS WORKING STIR WILL BE 
CARRIED OUT UNDER SUPERVISION OF REHIESENTATIVE OF THE YARD . 



C/»- 
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( ENCLOUStlRE ) 


CUTTER SUCTION DREDGER «tZE ( 500 M3/H ) 


GENERAL STECmCATlONS : 

DREDGER CONSTRUCTED ACCORDING TO ( MARIC-ML3232 ) 

MAXIMUN DREDGING DETTH ; NOT LESS THAN 8 M 

MEANDRAVGBT : WITH FULL BUNKERS APFROII JM M 

CAPACITY OUTPUTSOUD : SOO MOOR AT SOS MJUDISCBARGE PIPE . 

MAXIMUM AMBIENT TEMPERATURE :5Sc , . 

MAXIMUM RIVER WATER TEMPERATURE ; 31 c 

CBARACTERIsnCS AND TECHNICAL SPECIFICATIONS : 

- DnCSIL PORTABLE CUTTOt SUCTION DREDGER DESIGNED TO DREDGE 
IN RTVER FOR DREDGING MEDIUM PLASTIC CLAY WITH NATURAL UNIT 
SAND. 

- THE MANUFACTURE PROCEDURE OF DREDGER TO BE OF CHINESE 
SHIPYARD STANDARD AND IN ACCORDANCE WITH THE STANDARD OF 

' CCS ( CHINA CLASSIFICATION SOCTTY ) 

- THE DREDGER IS OF THE DISMOUNTABLE TYPE, NON PROPELLED. - 

. THE HEAVIEST DISMANTABLX PART OF THE DRBD<»R SHOULD 
NOT BE MORE THAN T> TON . 

- THE PUMP ROOM Df THE MAIN FONTOON IS EXECUTED AS A 
WATERTIGHT COMPARTENT . 

- THE HYDRAULIC DRIVEN CUTTER INSTALLATION IS MOUNTED ON THE 
FRONT SIDE OF THE CUTTER LADDER RraniABUC TEETH OF BOTH SOFT 
AND HARO CLAY AS WELL AS BEARING OF THE CUTTER HEAD ARE 
FROMGERMANY . 


- THE DIESEL DRIVEN DREDGER PUMP IS MOUNTED IN THE PUMP ROOM 
OF THE MAIN FONTOON. 

- THE GENERATION OF THE HYDRAULIC ENERGY FOR ALL MAIN milVES 
AND THE ELECTRICAL ENERGY FOR THE BOARD CIRCUIT IS PROVEDED 
BY AN AUXILIARY diesel ENGINE WHICH IS INSTALLED IN THE MAIN 
PONTOON, 


THE DREDGER IS EQUIPPED WITH OPERATORS CABIN MOUNTED ON THE 
MAIN PONTOON . 

T HE D REDGER IS EQUIPPED WITH UVINC ROOM FOR (10) W01 
WITH ITS FURNITURE KITCHEN AND AIR CONDITION . 
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- THK DREDGER IS EQUirPED WITH ANCHOR BOOM DEVIOE. 

- THE DREDGER IS BQDIPPEDWTH MAW GENERATOR (SIEMENS), PORT 
GENERATOR ( ISKVA) AND PORTABLE GENEHAlOH (SKVA ). 

- THE DREDGER IS EQlnPPEDWTTB DECK CRANE SOnABLE FOR JUnWG 

DREDGER PUMP PARTS. 

- THE TANK FOR OIL, WATER, USED OH. AND RYDRAIIUIC OH. ARE 
INTEGRATED IN THE DREDGER'S CONSTRUCTiON . 

- MAW ENGINE IS DIESEL ENGINE, WATER c6oled TYPE American 
CUMMWS SUTTABLE TO DRIVE THE DREDGE PUMP. 

- MAW BOARD SUPPLY VOLTAGE IS 3PB,4a0/ZMV,S0BZ. 

- AUXILIBAY DIESEL ENGINE TYPE: AMERICAN CUMMWS FRESH WATER 
COOLED. 

- MAW HYDRAULIC PUMP IS GENUINE PARTS (FROM GERMANY). 

- COOLWG WATER SYSTEM: EACH DIESEL ENGINE IS CONNECTED TO 
THE COOLWG WATER SYSTEM WITH GALVANISED BOX COOLER . 



THE DREDGER WILL BE TESTED BEFORE DELIVERY. 

THE TEST WILL take PLACE NEAR THE YARD W the PRESENCE OF A 
REPRESENTATIVE OF THE OWNER 
TESTWG IMPLIES : 

SBQRBraiAia 

FUNCTION TEST OF ALL EQUIPMENT. 

WCLWWG TEST REPORT . 


DREDGWG TRIALS WILL BE CARRIED OUT WITH ALL DREDGWG EQUIPMENT 
W OPERATION. 



(,/2- W 
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- 350 M FLOATING FITE UNE<WCUn>DfGK>pncONS Aim fUDOBLE 
HOSE ANB ISOM SHOKE PWE LINE . QUANTITY 4 SET ( ONE FOR 
EACH DREDGER) 

- THE PUSHER BEQDIPED WOT DIESEL ENGINE CAN LOAD SMS OF FRESH 
WATER AND SMS FUEL OIL WITH PUMPS AND jrS ACCESSORIES ) 
QUANTITY : 3 UNIT ONLY ( FOR 4 UREJ)rERS)II!nH DIESEL ENCHNE OF 
SUITABLE POWER TO DRIVE DREDGER AGAINST WATER RIVER STREEM. 
THE PUSHER IS EQUIPPEO WITH 3 TON CRANE , 

- SERVICE RUBBER BOAT (WOTOUT ENGINE). 

- QUANTTTY: 4 UNIT (ONE FOR EACH Dredger)^ 

- TOOLS, SPECIAL TOOLS AND ANY NECESSARY TOtXS FOR REPAIRING 
AND ADJUSTING . OISMOONILING THE PARTS OF THE DRiaKiER . 
QUANTITY : 4 SET ( ONE SET FOR EACH DREDGER ) 


SPARE PARTS FOR EACH DKEDGERS ACCORDING TO 
A T T A g ffi BMST 



03 - 
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31053 


SPARE PART LIST FOR EACH DREDGER 


KMil 




w 

CUTTER HEAD 

ill IF 'll !■■■■■■■■ 

m 

TEETH FOR BOTH OF SOFT & HARD 
CLAY TYPE 

{8)SET 

M 

CUTTER BEARING Wrra SEALS 


BiH 



191 

IMPELLER 


[3 


») 

EHI 

WEARING PLATE DISCHANOE SIDE 

(*) 

BB 

WEARING SLEEVE SUCTION INIJ5T 

(2) 

BH 


(4) 

am 


a) SETS 

E1I9 

SEALING SUCTION SIDE 

aiSBTS . ‘ 

r.-Jr- . 

t-'l ; rr.^ i i > i J 1 r« h rHHM 


■ 

BEARING 

0) SETS FOR EACH GEAR 

BOX 

BH! 

.okmo,. 


I 

flexible coupling BETWEEN 
DREDGING PUMPS & ENGINE 

(l)SET 

2 

FLEXIBLE COUPLING BETWEEN 
HYDRUUC PUMP C^ARBOX & 
ENGINE 

(l)SET 

V 

, : ' . ' ' /■ ■:i 

1 

EXHAUST VALVE 

ASSEMBLY 

— 

(I) SET FOR EACH V »'* 

ENGINE 

2 



iHBli 


ItlUri^i.hAsCTtfTlaJWD',:** 

\fMM 
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2201 

FIRST DEPARTMENT 


QIjosa 


5 

FRESH WATER COOLMG PUMP 
RJOT 

(2) SETS FOR EACH ENGINE 

(i 

LUBRICATION Ott, PUMP RJOT 

m SET FCai EACH ENGINE 

7 

OIL PUMP COMPLETE 

fl) PC. FOR EACH ENGINE 

8 

CYLINDER UNER COMPLET WITH 
PACKING RING . 

(1) SET EACH ENGINE 

9 

CYLINDER cover: COMPLET 

f VA SET FOR EACH ENGINE 

10 

EXHUST VALVE 

in SET FCHl EACH ENGINE 

n 

VALVE GUIDE 

mSET/ElRHNE 

12 

IN TAKE VALVE 

m SET /ENGINE 

13 

O-RING 

ai SETS /ENGINE 

14 

CYLINDER VALVE AS^tfBLY 

mSET FCSIEACH ENGINE 

15 

GASKETKIT 

(2) SET FOR EACH ENGINE 

16 

MAIN BEARINGS COMPLET 

I SET FOR EACH ENGINE 

17 

PISTON ASSEMBLY CONSIST OF ; 


18 

PISTON 

m SET /ENGINE 

19 

CONNECTION ROD 

04) SET /ENGINE 

20 

PISTON RING 

a) SETS /ENGINE 

21 

BOLTS . NUTS & PISTCSJ PIN 

fl) SET F{»EACH ENGINE 

22 

CONNECTING ROD ]^ARINO 

(1) SET FOR EACH ENGINE 

23 

FUEL OIL PUMP ASSEMBLY 

(1) SET FOR EACH ENGINE 

24 

INGECTKM4 FULE PIPE WITH 
CONNECTIONS 

(1) SET FOR TWO ENGINE 

25 

REPAIR KIT 

(l)SET FOREACHTUKBO 


— 

CHARGER 

26 

m 

TtgBOgjARC^^«4MT^^^ 


1 

BEARINQ 

(DSET FOR EACH ENGINE 

2 

PRINT CARD RELAY 

(1) SET FOR EACH 
GENERATOR 

m 

HEBHBHHHHHBHHi 


1 

THERMOMETER 

in SET 1 

2 

PRESSURE GAUGES 

(1) SET 



GLAND PUMP ASSEX4BLY 

( 1 )PC j 




1 

FLUSHING PUMP ASSEMBLY 


2 

REPAIR KIT FOR FLUSDNO PUMP 

■ (2 > RPTS I 



[■■HriMHHnlHillHiH 

1 

HYDRAULIC PUMP ASSEMBLY 

1 (3") ^ Itli 



i 1% 1 
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REPAIR KIT FOR HYDRAIH^IC 
MOTCm 


(2) SETS /MOTOR 
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9058 

iT 


SPARE PART FOR EACH PUSHER BOAT 


m/it»ajWrtiifm'maBiVSVa— HWB— 


1 

ENGINE ■ ■ ■ 1 ■ 


A 

SPARE PART FOR OVERALL 

(I) SET PER 
ENGINE 

2 

PUSHERS k;: 


A 

SPARE PART FOR OVERALL 

f osBnr 

B 

IMPELLER 


3 

STEERING SYSTEM REPAIR 
KIT 

(l)SET 

4 

ELECTRICAL INSTALATION 
REPAIR KIT 

(l)SET 

5 

OIL PUMP AND IT’S DRIVE 
REPAIR KIT 

( 1 ) SET 

6 

WATER PUMP AND FT’S 

DRIVE REPAIR KIT 

(l)SET 

7 

DISCHARGE PIPE LINE : . 


A 

RUBBER HOSE BETWEEN 
LADDER AND HULL 

(l)SET 



C 17 - 1^-? 
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agreement between 

THE MINISTRY OF IRRIGATION 
BAGHDAD -IRAQ 
AS BUYER 


SHANGHAI MACHINERY 
IMP* EXP (GROUP) 

CORP LTD 
CHINA 

AS SELLER 

THE TWO PARTIES AGREED UPON THE FOLLOWINGS : 

ABIK L . B (1) 

THE SELLER UNDERTAKES TO SUBMIT CONTRACT 
NO . IRR (MOU/4)/22/98 TO THE UN COMMITTEE (661) THROUGH THE 
OFFICAL CHANNELS WITHIN A PERIOD NOT MORE THAN (3) THREE 
WEEKS FROM DATE OF SIGNING CONTRACT AND CONFIRM THAT 
TO BUYER BY SENDING COPY OF THE APPLICATION . 


ARTICLE I2> 


IN CASE SELLER FAILS TO ACT AS ABOVE ARTICLE , THE 
BUYER HAS THE RIGHT TO CANCEL THE CONTRACT . 


SIGNED ON 12 / 11 / 1998 AT BAGHDAD 





M.J. ABDULGHANI - — 

THE BUYER THE SELLER 


MINISTRY OF IRRIGATION 
PLANNIN G AND FOLLOW UP OFFICE 





-si 


SHANGHAI MACHINERY 
IMP* EXP (GROUP) 
CORP^LTD 
CHINA. 
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TO THE SECURITY COUNCIL(661) COMMITTEE 

THIS IS TO CONFIRM THAT THK MINISTRY OF SrHIGATION, OF THE 
REPUBLIC OF IRAQ , HAVE CONCLUDED THE FOLLOWING 
CONTRACT 

IRR(MOU/4)/22^I9i>8 I 

MINSTRY OF IRRIGATION 
REPUBLIC OF IRAQ 
& 

SHANGHAI MACanNERY 
IMP* EXP (GROUP) 

CORP .LTD. CHINA 

US 12373000(UNnrED STATE 
TWELVE MILLION AND 
THREE HUNDRED AND SEVENTY 
THREE THOUSANDU.S DOLLARS 
ONLY) 

DIESIL DREDGERS WITH 
ACCESSORIES AND SPARE- 
PARTS. 

5. CODE NO. 

ACCORDING TO ANNEX 054)7-00003 

ACCORDING TO APPENDIX 7 OS-07-00020 A 05-07-0002 1 

6. QUANTITY (4) DIESIL DREDGERS ( SOOd3/H ) 

(4) DIESIL DREDGERS (1000m3/H) 

7. EXPORTING COUNTRY CHINA 

8. ENTRY POINT UMQASSERPORT 

IRAQ. 




i 



3. TOTAL VALUE 


A GOODS 


1. CONTRACT 

2. CONTRACTING PARTY 
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NEW YORK STATION 
2281 
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• CUINFSE MISSION ®010 


ar 


FORM 1153 




SRCURTTY COUNCt CdUMTITER ESIABUSH^ BY RESOLUTION fi6U 
CONCERNINQ TIBI STfUAnCN BETWEQJ IRAQ ANDKWAIT 
WQTIWCATION OR RFOUKST TO SHIP GOODS TO IRAQ 



_ CTOBXCOem^TEOBVimSKCSUl'IASlMt) . 

:0IS7RATK»JDArE DEADLD^ FOR OHJECTIONS 


(TO BE <X>IHPUTEP BY Wt oa»A C nV K XXPOtnTKQ COPIfTKY orlWTL 

].MIsSiC»N<:^im^RNATI<R^ALCSU>AhaZAXZ^ CBKnFYII«}SK»IAIURE 

Cbl.n«a« miasloQ to tIM AND OFFICIAL SBAjL 


2 DATE OF SUBMISSION 



3.MBSI0N8EFER1NGN0. f 

— r- 

dtascTcst/rrau 

cootvsearsd} 



T.UKr 

OF 

RUUJJB 


tocua- 

iBunr 

tt.BS TARIFF 

coon 

AtiMli *dditieail tSaal If BteMwij) 

mvouMa 

UBB- 

nuM 

muB 

BO 

ccos 

la. oaar-'l 
aeo 20 

tb. «M>«io 

Oiaaal OrsKfgar CuMar flaoMon 
Ora<f9ar(SOOM3IH) With Thair 
Accaasoriaa and Bpara Parta 

4 

PCE 

1.344,000.- 

5,376,000.- 

USD 

2a. aa^r* 

Moai 

Olaaal Dradgar Cuttar Saction 
OradaactlOOOMSfff) With Thafr 
Aeeoaaorkia and Spara Parta 

4 

PCE 

1,749;250.- 


USD 

2bLate4io 

Total Pvlc* CIF UM Qmsv port 

12,373,000.- 

USD 


1 1 . EXPORTER. Naiik ud AddftM; 

SHANQHAI MACfttNERY IMP. « £XP.(OnOUP) COUP, 
LTD. 

SMIEC M«n«kinA49 4i«fHiinina Road. SliaiM|hai 
200041.CMn8 ' 

T».: M 21 amisse FAXtaaai aansaad 
CABLE; MACHINMPEX SHANGHAI 
TELEX: 330a6 SHCMC CN 


13. RECEIVING COMPANY/ORG. Nane nd 
Addren 

Tltt Ministry of IrrigMioii, PUdoiac >Nd P^owia^ 
Up OfBce, WdrtUie ST., BagiKlBd. hag 


12.0IUGIK of GOODS (if difiBaiant from ^ipKoaat Mats) 
P. R. China 


14. SHIPPING ARSANCXMEKTS; 
a) Bcailerpaiiit or port of entry into fraq: 
UM-QA8R 


14.b) Means of truvpoctation; SHIP 


14.e)OtfaBr inlbniiBtkm (as. nnds, ougor post, ate.) 

From CMnaso Main Port to UM Qaaaor 


IS From the Iraq Account in a 
Mrith SC resoIutioR 986 (1993) 

(Relevant documentation inciuding coatrsct(t) 
must be attached 


15. METHOD OP PAYMBm- l3By oBier 
Ta ns s ro n al ^ironde 

as mmy detsS at 
panSUe) 


16 ADDmONAL INFORMATION: 

&td-uae; The dredger to bo used for dredgiagtta rivet, Le.Btgxhiatea.'ngiris 
End-user: Local aatbority of Ae Mimstiy of Irrigi&oa 


EMPORTANCX NOTICE 

ITovidc only one item per line in Ben. 3. 

SoBtor/Item Codes (Box 4a) are mandatory, and are found in the Annexes to the Dissributian Plan of SCR 986. 

HS Tariff Codes (Box 4b),if uwd. most be 6 &sit codes of the International Harmenuzed System of Tariff 
Nommiclaturc as detannio^ by the Cuatoma CoOperatiai Council in BnauKla, Belgium. 

Information entered must loatdt shipping documents pruaiaaed to customs ofEusiais. 

Incomplete, incorrect or illegible lypbcatigc will be retaniod by toe (Co mmit t ee * t Secrstaiitf foroompletaon. 
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1 

S/AC.2S/1999/986/COMM.50122W 


REPORT CONCERNING REQUEST TO SHIP CiOODS TO IRAQ IN ACCORDANCE WITH 
RESOLUTION 986 09951 

MISSION: CHINA 

EXPORTER; SHANGHAI MACHINERY IMP&EXP. (GROUP) CORP., LTD. 

RECEIVING COMPANY; THE MINISTRY OF HIRIGATION 

GOODS: DIESEL DREDGERS WITH ACCESSORIES AND SPARE PARTS 


The application has been examined, taking into account paragraph 32, and in accordance with 
paragraph 33 of the Procedures to be employed by the Security Council Committee established by 
Resolution 661 (1990) concerning the situation between Iraq and Kuwait in the discharge of Its 
responsibilities as requested by paragraph 12 of Security Council Resolution 986 (1995). Specifically, 
this application has been examined to establish whether the price and value is credible and whether the 
items to be exported are in the distribution plan annexes. Additionally, the application has been 
examined to determine whether all relevant details have been submitted with the application. 


GOODS ON THE DLSTRIBUTION PLAN : Yes, and are within the quantities amounts requested. 


PRICING ; The item price and value have been examined as per paragraph 33 of the 

Procedures. Price evaluation for this commodity Is rather difficult and the value 
compared to world market prices must be considered as high. 


Comment: The Committee may wish to be informed that this contract application was originally 

received under Phase IV and assigned Comm H 4863. The Customs Officer’s report 
was not Issued due to pricing inquiries. 

The GOI has subsequently requested that this contract be transferred to and funded 
from available. Phase V revenues. 


DATE OF CUSTOMS OFFICER'S REPORT : 06/05/99 
DATE SUBMITTED FOR CIRCULATION: 10/05/99 


Reporting Officer : U. CHRISTEN 


Check Officer: J. OWl 
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FE3-03-1999 00:43 Chinese Mission to uM 


4-1^ 


r-.lill- eJV) 


PERMANENT MISSION OF THE PEOPLE’S REPUBLIC OF CHINA 
TO THE UNITED NATIONS 


OUTGOING FACSIMILE 




$ 0 ^ 


DATE; 02 Febaiary 1999 


TO; OIP 

FROM: CONG GUANG 

Second Secretary 

FAX NO: (212) 

FAX NO; 212-634-7625 

TEL NO: 212-655-6182 

ATTN: V.P. Kulyk 

RE: Comm.4863 

iTOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 9 | 


Dear Mr. Kulyk, 

I am enclosing herewith the additional information for the Chinese 
application with the Comm. No.4463. 

Regards, 
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Chinese Mission to UN 


2B:33 8382 
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Summary of the UN Oil-for-Food Program Audits 
Conducted by the Office of Internal Oversight Services 

Source : Permanent Subcommittee on Investigations Majority Staff Analysis of OIOS Audits 
KEY Reports : 

No. 2 - Lloyd’s inspection services 

No. 14 - Saybolt oil inspection services 

No. 1 9 - Cotecna inspection services 

No. 58 - Draft Report of the Secretary General 2004 

Monetary amounts in parentheses represent waste, abuse, loss and/or mismanagement 
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3 

UNOHCI 

Failed to provide adequate evaluation procedures for proposed, 
current and conqtleted projects. Failed to develop consistent policies 
on procurement, salaries and subsistence allowances. Procured 6 
diesel generators for use in an area where “diesel fuel is not readily 
available” and would cost about $10 million to supply. Constructed a 
health facility below ground level thus rendering it subject to 
flooding. 

4 

UNOHCI 

Failed to effectively use staff, resulting in 48 of 1 5 1 observers 
stationed in Iraq performing administrative tasks that were 
inconsistent with their duties as observers. 

5 

UNOHCI 

Failed to follow financial and procurement rules including 
inadequate documentation to justify purchases including the 
acquisition of $566,025 in “winter items” that were of inferior 
quality and excessively priced ($97,000). Obligating $414,808 to 
reserve funds from a prior financial period for subsequent use in a 
later financial period. Inadequate security procedures for 
transporting and storing cash. Lacked formal bidding procedures for 
acquisitions over $20,000. Assets could not be located ($430,000). 
Paid for services in Amman, Jordan that were not used. ($61,000) 
Purchased 50 tents that were “useless” and of poor quality. Failed to 
monitor the use of leased vehicles that were found to be “used for 
various activities not consistent with the lease agreement.” 

6 

OlP/United 

Nations Guard 
Contingent in Iraq 
(UNGCI) 

Breaches of security procedures including UN staff not responding 
promptly to radio checks and contractors working on UN premises 
without identification. A random radio check found that 84 of 124 
staff did not timely respond. 

7 

UNOHCI 

Travel authorizations were in some cases prepared after travel had 
commenced. Hazard pay was not always disbursed on a regular 
monthly basis but, in some cases, after two or more months. Payroll 
for local staff was prepared without certified time sheets, and some 
personnel were paid who had been on leave for extended periods of 
time and were not entitled to be paid. 

8 

UNOHCI 

Cash operations were carried out without the required approval of 
the UN Controller. Cashier handled about $60,000 per month in 
excess of the ceiling imposed by the UN Controller. The cashier’s 
office failed to keep specific records for cash transactions. The 
exchange rates used for conversion between US Dollars and Old 

Iraqi Dinars were “ad-hoc” and “not based on any scientific or 
logical analysis.” 

9 

UNOHCI 

Failed to establish guidelines on the expenditures that could be 
charged to petty cash and did not record disbursements by the petty 
cash custodian. 

10 

UNOHCI 

Failed to record the costs of individual medical evacuations, as 
required. Made payment to an employee without adequate 
documentation. Failed to properly account for medical inventory. 
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■ 

UNOHCI 

Failed to develop comprehensive project plans. Project 
documentation was inconsistent and varied in quality, detail and 
justification. 

■ 

UNOHCI 

Failed to establish a succession plan to provide for the replacement 
of key personnel. Procedures for inter-agency coordination in project 
planning had not been established. Housing beneficiaries were not 
identified before projects were started. 

13 

UNOHCI 

Requisitions allowed for designating specific vendors, brand name 
and model number in contravention of the UN’s competitive bidding 
process. Vendor bids were not safeguarded. Data in two separate 
procurement databases was not reconciled. Procurement receipt and 
inspection duties were not separated. 

14 

OIP 

Saybolt Oil 
Inspection 

Services 

Failed to obtain adequate justification for contractor payments for on 
site staffing ($186,238). Failed to identify overbilling for 
transportation and housing accommodations ($47 1 ,000). Paid 
contractor for audit visits without documentation ($270,000). Paid 
contractor invoices for a survey of the Iraqi oil industry without 
documentation that the survey was performed ($235,350). Let the 
survey contract without evaluating the reasonableness of the 
proposal. Failed to establish procedures to monitor contractor 
performance. Contractor equipment costs were excessive ($1.2 
million). Contractor was paid for 3 1 days in June, which has only 30 
days. Paid the contractor for staff who were not on site and for 
excess staff ($370,000). Failed to recover contractor staffs cost for 
personal telephone calls ($12,150). Amended the contract to provide 
computers and vehicles that had already been provided for in the 
original contract ($66,800). Failed to realize cost savings by 
purchasing 2 white vehicles ($10,000). Fees for experts and 
transportation were excessive. Failed to recover costs for services 
provided to the contractor. 

15 

OIP/UNGCI 

UNOHCI failed to adequately coordinate budgeting, expenditure and 
procurement decisions with UNGCI. UNGCI failed to track whether 
UN staff had received a security briefing. Failed to develop 
procedures for unannounced radio checks. Emergency preparedness 
guidelines lacked adequate controls. 

16 

UNOHCI 

Due to inefficient processing, travel claims were not always paid in a 
timely manner. 

17 

UNOHCI 

The roles of OIP, UNOHCI and Controllers’ Office were not clearly 
defined or documented resulting in “the budget process not being 
effectively organized and carried out.” Internal auditing was not 
adequately provided for. Budget submissions were not always 
submitted in a timely manner. Financial statements did not provide 
verification of expenditures and were not always audited. Interest 
amounts on advanced funds were not documented and could not be 
verified. Administrative offices in Amman constituted a duplication 
of tasks and an unnecessary expense ($270,000). UN staff situated 
outside of Iraq at a cost of $4,708,922 was not justified in budget 
submissions. 
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18 

UNOHCI 

Failed to align communications and technology staffing with 
workload with 62% of staff serving 36% of clients. Did not develop 
a policy for password usage for IT systems. Blocked “undesirable” 
internet sites only during working hours. Security and management 
procedures for email accounts and servers were inadequate. Failed 
to develop procedures to recover the cost of personal telephone calls. 
Failed to develop a uniform policy for the issuance of cordless 
telephones. 

19 

Off 

Cotecna 

Inspection 

Services 

Failed to adequately oversee contractor performance. For example, 
did not determine that the contractor lacked the equipment needed to 
perform the inspection tasks required in the contract. Substantial 
discrepancies between the goods reported as arrived and the goods 
reported as inspected were not resolved. Contractor attendance 
records used to justify payments were not verified. Failed to take 
remedial action when it learned that the contractor was staffed at less 
than the contract requirement and was not staffing all locations 24/7 
as required. Inappropriately increased the per man day fee from $499 
to $600. Failed to choose the most economical method to rehabilitate 
camps ($700,000), Residual value of equipment was not recovered as 
required ($95,000) Inappropriately added $356,000 to contract 
communication and operating costs. Contract provisions failed to tie 
costs to workload. Failed on several occasions to pay contractor 
invoices in a timely manner ($52,067). Failed to recover from the 
contractor UN-provided service costs for medical services and office 
space. Failed to appoint an on site contract manager to ensure 
contractor performance. 

20 

Off 

Failed to develop adequate expertise in procurement and contract 
negotiation and development. Failed to issue guidelines to UN 
agencies for amending contracts. 

21 

Off 

Failure of the Executive Director: 

• to effectively integrate the Program Analysis, Monitoring 
and Support Division (PAMSD) into the Office of Iraqi 
Programs. 

• over a 3-year period to comment on or approve work plans 
thus precluding the development of a strategic plan. 

• to approve the PAMSD reorganization plan. 

• over a 1-year period to conduct regular management 
meetings. 

• to reply to written communications and papers submitted by 
PAMSD. 

• to ensure that major policy directives were finalized on a 
timely basis, 

" to develop a detailed liquidation plan. 

• to develop key performance indicators to assess PAMSD 
operations. 

Inappropriate transfer of assets to local authorities ($99 million). 
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22 

OIP/Department 
of Economic and 
Social Affairs 
(DESA) 

Failed to establish an adequate monitoring and evaluation system for 
Off funded projects to ensure that expenditures translated into 
results. Project funds were inappropriately used for administrative 
expenses ($500,000). 

23 

DESA 

Electricity projects in Northern Iraq encountered significant delays 
because of; 1) insufficient equipment specifications, 2) 
ineffectiveness of the procurement process, 3) inadequate project 
approach, and 4) insufficient managerial, administrative and 
technical resources. “DESA should have...concluded that the project 
was not feasible under the existing terms and conditions...” 

24 

Off/ Treasury 

Off violated UN investment policies by exceeding the 5% of total 
capital investment limit per institution for UN controlled funds. For 
example, the investment limit for BNP Paribas was $60 million 
while the funds on deposit were $3.37 billion. Failure to diversify 
collateral funds and investments exposed the escrow account to an 
unacceptable level of risk. Further, a database administrator whose 
position was funded entirely by Oil-for Food funds spent over 25 
percent of his time on activities that were not related to the Oil-for- 
Food Program. 

25 

Off/Treasury 

Two days prior to the end of the oil-for food program the UN 

Treasury had not: 

• reconciled all approved and funded humanitarian goods and 
supplies contracts against outstanding letters of credit, 

• reconciled all approved and funded contracts for the UN 
administrative and operational costs account against 
outstanding letters of credit, or 

• collateralized $2 billion in outstanding letters of credit. 

Almost two years after the prior audit of the escrow account, the UN 
Treasury had still not adequately diversified collateral funds, thus 
continuing the exposure of the escrow account to an unacceptable 
level of risk. Funds on deposit with BNP Paribas increased from 50 
to 72 percent of the total funds in the account and banks with 
deposits decreased from five to four. The tIN Controller established 
and deposited funds into a “special account” without documenting 
the basis for its establishment ($390,000) 

26 

Centre for Human 
Settlements (UN- 
Habitat) 

Failed to: 

• adequately segregate procurement duties thus exposing the 
organization to potential fraud, waste or abuse. 

• evaluate the competence of contractors before awarding 
them contracts. 

• develop standard operating procedures for procurement. 

• adequately segregate inventory responsibilities thus exposing 
the organization to potential fraud, waste or abuse, and 

• perform regular inventory counts. 

Duplicated procurements to expedite projects, resulting in excess and 

unused inventory. Paid building inspectors who provided no service 

or support ($500,000). 
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27 

UN-Habitat 

Failed to assess penalties against contractors who did not complete 
their project on time. ($49,806). Failed to establish procedures to 
evaluate the reasonableness of the causes cited for construction 
delays. Included currency fluctuation clauses in construction 
contracts even though all contracts were based on US dollars. Failed 
to develop construction cost estimates that could be verified. 

Contract procurement procedures lacked clear written guidelines, did 
not provide for the segregation of duties and were based on 
competition from an insufficient number of contractors. Overpaid 
and did not collect reimbursement for unauthorized hazard pay 
($45,000). Over one year after a prior audit recommendation to 
increase the security of cash management procedures, the 
recommendation had not been implemented. Paid rental costs for 
office equipment that exceeded the purchase price. 

28 

UN-Habitat 

Fifty-one of sixty-seven generators were stored and not used 
($670,821). Procurement documentation did not associate the 
procured items with their intended project use. Twelve generators 
were inappropriately converted to UN-Habitat use. ($155,138) 
Extended construction contracts without evaluating contractor 
performance. Overpaid contractors by failing to withhold contract 
retention fees which represented a performance bond ($10,128) 
Procured items without first determining whether funds were 
available for obligation. Undermined the bidding process by 
specifying specific brands and models. Failed to ensure timely 
procurement with the average time from requisition to receipt being 
16.75 months. Failed to develop a system to track the status of 
procured items. Failed to adequately document the receipt of 
procured items before authorizing payment. 

29 

UN-Habitat 

Failed to implement 34 of 45 previous audit recommendations, 
including not removing a currency fluctuation clause from 
construction contracts ($1.7 million); continuing to pay individuals 
who were not employed by or providing services to UN-Habitat 
($625,519) and not justifying the need to hire 100 assistant field 
engineers ($470,000). Failed to obtain approval to hire summer 
students for training ($17,550). Constructed 3,200 houses that were 
not occupied for extended periods because essential services, such as 
water and sanitation, had not been provided. 

30 

UN-Habitat 

The database for tracking invoices was inaccurate and incomplete. 
Contract retention fees were not withheld from contractor payments 
as required ($6,438). Contract retention fees of $256,420 were not 
timely refunded to contractors. 

31 

UN-Habitat 

Failed to develop a detailed strategy for the termination of 
procurement activities, develop policy guidelines, document the 
assignment of overall responsibilities for liquidation, prepare an 
overall liquidation schedule and assess staff needs required for 
liquidation. 
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32 

UNOHCI 

Liquidation plans were incomplete. They had no “discemable 
function links,” did not provide human resource requirements or 
timeframes and omitted program staff. Four months after the 
termination of monitoring and observation activities, 55 staff or 80 
percent had not been released and their retention was not justified. 
Failed to evaluate the performance of the Chief Financial Officer 
before assigning him to another peacekeeping mission. It was 
reported that the CFO “did not properly conduct his work 
responsibilities and had poor relations with both the administrative 
and Mission’s persoimel.” 

33 

UNOHCI 

Failure to establish a Liquidation Task Force caused downsizing 
plans to be “independently prepared without discemable functional 
links between the components.” Management reports of liquidation 
progress were not clear due to the use of “ambiguous terminology.” 
The Weekly Implementation Report lacked key performance 
indicators needed by management to effectively monitor the 
liquidation’s progress. 

34 

UNOHCI 

The Procurement Section’s Liquidation Work-Plan lacked workload 
requirements and their associated timeframes. Paid vendor $79,359 
or 87 percent of the contract’s value prior to completion of the 
project, in violation of the contract’s terms. Paid vendor without 
receiving required documentation ($3,335) Failed to obtain 
reimbursement from a contractor who was overpaid ($19,475). Paid 
contractor for cleaning and maintenance services at the full rate 
when over 80 percent of the work was no longer being performed 
($ 1 1 ,356). Failed to timely terminate lease agreements ($ 1 1 ,500). 

Paid excessive prices for communications equipment ($5,000). 

Failed to monitor vehicle storage and transportation, resulting in 
avoidable costs ($39,143). Failed to enter about 200 purchase orders 
into the automated database. 

35 

UN-Habitat 

Property inventory lists were not complete and accurate. The 
diversion of $172,171 for generators, identified in a previous audit, 
had not been corrected. Property lists did not always provide actual 
equipment values thus precluding the verification of inventory value. 
Failed to dispose of or repair equipment valued at $62,032, including 
vehicles that had been stored for over three years. Although assets in 
the 1 3 percent fund were valued at about $24 million and were 
directed by the Secretary General to be turned over to the Coalition 
Provisional Authority “for the benefit of the people of Iraq,” only 
$1.71 million of these assets were proposed for turnover to CPA. 
($22.3 million). 

36 

UNOHCI 

Failed to recover overpayments and salary advances to staff 
($27,146). Accounts receivable balances were not fully reconciled. 
Accounts payable were overstated by $147,537. 
















419 


37 

United Nations 
Compensation 
Commission 
(UNCC) 

Cites the lack of needed accounting and loss adjusting expertise to 
evaluate claims and a need to improve information technology 
systems. Further, the strategy of relying extensively on external 
consultants to quantify losses is “seriously flawed” because UNCC 
does not have the resources to effectively identify, direct and 
evaluate consultants. 

38 

UNCC 

Failed to maintain adequate documentation of the claims and 
payment process. Failed to conduct quality assurance and 
functionality/performance reviews of the Claim Payment and 
Management System prior to implementation. Cites the need to 
improve information technology management including; 1) senior 
management approval of FT plans, 2) integration of the control, 
documentation and quality assurance programs; 3) integration of 
claim and payment data, 4) formulation of contingency plans in the 
event of major data loss or hardware failures, and (5) hiring required 
IT staff. 

39 

UNCC 

Failed to develop clear criteria for evaluating contract proposals and 
to involve accounting and loss adjusting expertise in assessing those 
proposals. 

40 

UNCC 

Inconsistency in applying UN regulations, rules and procedures, the 
slow recruitment process, and a lack of transparency in promotion 
and grading processes led to high staff turnover and low morale. 
Promotion opportunities were not equitable and primarily benefitted 
legal officers. Staff were graded on an arbitrary basis without regard 
to their professional qualifications. Changed the responsibilities of 
paralegal assistants and registry clerks without providing them with 
adequate training for their new responsibilities. Newly hired staff 
were not provided with the information needed to ship their personal 
effects. Failed to grade secretaries at a level that would attract 
qualified applicants. Did not establish a roster of job applicants. 

Failed to conduct exit interviews with departing staff. 

41 

UNCC 

Progress to implement the Integrated Database is progressing 
satisfactorily but has taken longer than expected. Commends the 
Information Services Section for their appropriate and effective 
approach in implementing phases I and 11. 

42 

UNCC 

Current budgetary procedures comply with UN regulations, rules and 
instructions. 

43 

UNCC 

Certain governments did not promptly report 587 claim payments 
valued at $1,457,484 and did not reimburse the Compensation Fund 
for undistributed funds ($1,609,550). Failed to require governments 
and other paying agents to provide independent audit certificates for 
payments to claimants. 
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44 

UNCC 

Failed to establish clear criteria for bids and their evaluation, and did 
not evaluate consultants’ performance. Low bidders were 
disqualified without being afforded an opportunity to revise their 
bids ($579,107). Consultant experts’ credentials were not verified. 
Additional work not called for in the consultancy contracts was 
added ($2,414,857). Amounts invoiced and paid to consultants in 
payment records were not consistent. 

45 

UNCC 

Failed to follow policies for filing late claims and responding to 
claim queries. Failure to establish a formal mechanism to plan and 
monitor the implementation of the phase out and to develop a 
document retention strategy for archival purposes. Failed to 
implement a plan to assess facility and equipment requirements. 

46 

UNCC 

Claim files were not always complete and did not always provide the 
detail needed to support the accuracy of the award. Valuation scores 
were not properly applied resulting in the overpayment of 3 claims 
($489,108) and the underpayment of $10,061 on one claim. 

47 

UNCC 

Failed to appropriately apply the methodology for estimating 

Jordan’s camp preparation and health service costs for humanitarian 
relief provided to evacuees from Kuwait and Iraq ($43.2 million) 

48 

UNCC 

Quality control to ensure the correct application of valuation 
methodologies was not independent of the Claims Processing 

Division and lacked the time needed to perform the work. 

49 

UNCC 

One claim was deemed to be excessive because Governing Council 
decisions were circumvented. ($225,000) Recommended claim 
amounts exceeded the amounts sought by the claimants ($20,078). 

One claim was inappropriately increased after the stipulated 
deadline. 

50 

UNCC 

Internal controls to prevent employee fraud were marginal and the 
risk of employee fraud was significant. Payment processing controls 
were inadequate. 

51 

UNCC 

Overpaid claimant for losses that were not adequately justified ($3.6 
million). 

52 

UNCC 

Some claims had inappropriate and incorrect valuations, did not 
provide for residual value, overlapped other claims and did not 
provide adequate evidence. Provided compensation to Israel ($72.3 
million), Egypt (EGP 4,830,701) and Iran ($7.87 million, $265,000, 
$218,904 and $275,000 = $8.6 million ) without adequate 
justification. 
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53 

UNCC 

Failed to properly value and verify claims, resulting in overpayments 
($419,206,000) Problems included 

• overlapping claims for similar items resulting in double 
compensation; 

• failure to consider cost-savings; 

• currency exchange errors; 

• calculation errors; 

• prices for compensation exceeding claimed amount; 

• claim compensation based on insufficient evidence; 

• inadmissible claims; and 

• inconsistent application of recommended adjustments. 

Failed to adequately monitor consultants’ work. Failed to provide 
requested documentation to auditors. UNCC also failed to respond to 
all audit recommendations and questioned OIOS authority to review 
the validity of compensation awards. 

54 

UNCC 

Inappropriate currency conversion practices resulted in 
overpayments ($2,170,951). Inadequate internal controls to mitigate 
the risk of overcompensation, inconsistent practices and inadequate 
procedures. Failed to provide requested documentation to auditors. 
UNCC also failed to respond to all audit recommendations and 
questioned OIOS authority to review the validity of compensation 
awards. 

55 

UNCC 

Failed to award the “lowest replacement value in 1990” for claims 
relating to high value or unique personal property, leading to 
overcompensation ($860,000). Took no action against a claimant 
whose claim was determined to be fraudulent. Quality assurance 
checks were not fully documented. Conversion rates for claims filed 
in other than US dollars were not consistently applied. 

56 

OP/UNOHCI 

OIP and UNOHCI failed to exercise adequate oversight over UN- 
Habitat projects. Restates the findings of a prior UN-Habitat audit 
and recommends intervention by OIP and UNOHCI to resolve audit 
findings such as reviewing the legality of payments to local authority 
personnel and formulating project selection and post-implementation 
evaluation guidelines. 

57 

Office of Internal 
Oversight 

Services (OIOS) 

Reoort of the Secretarv-General on the activities of the Office of 

Internal Oversight Services ( Anril 4. 20021 - Provides a summarv of 
OIOS audit activities and provides major findings of prior audit 
reports related to the oil for food program. Report concludes that 
“the overall implementation rate of (OIOS) critical recommendations 
has been satisfactory.” 
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58 


OIOS 


Report of the Secretary-General on the activities of the Office of 
Internal Oversight Services (Draft) - “It is OIOS view that the overall 
management of the (oil for food program) was not fully satisfactory.” 
and “no allegations were brought to OIOS’ attention,. .by third 
parties... of irregular activities involving (oil for food program) 
personnel.” Principal areas of concern included: 

• inadequate contractual management; 

• poor coordination and monitoring of program activities in 
northern Iraq; 

• inadequate diversification of investments and banks used to 
issue humanitarian letters of credit; 

• failure to follow investment guidelines pertaining to escrow 
account funds in the UN Treasury, and 

• serious deficiencies in internal controls for the procurement 
of construction contractors in northern Iraq. 

Further, the UNCC had overcompensated claimants by $557 million 
and failed to address recommendations relating to $553.7 million in 
overcompensation. 
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Financial Losses Resulting from Waste, Abuse or 
Mismanagement Identified by OIOS Audits 


Source : Permanent Subcommittee on Investigations Majority Staff Analysis of OIOS Audits 


Office of the Iraqi Program 

Audit 2 


Paid for services of inspectors who were not at their designated sites 

$ 

1,380,000 

Flawed contract deployment terms 

$ 

1,970,000 

Audit 14 



Inadequate justification for contractor payments for on site staffing 

$ 

186,238 

Overbilling for transportation and housing accommodations 

$ 

471,000 

Paid contractor for audit visits without documentation 

$ 

270,000 

Paid contractor invoices without documentation 

$ 

235,350 

Contractor equipment costs were excessive 

$ 

1,200,000 

Paid the contractor for staff who were not on site and for excess staff 

$ 

370,000 

Failed to recover contractor staffs cost for personal telephone calls 

$ 

12,150 

Improper contract amendment for computers and vehicles 

$ 

66,800 

Failed to realize vehicular cost savings 

$ 

10,000 

Audit 19 



Failed to choose the most economical method to rehabilitate camps 

$ 

700,000 

Residual value of equipment was not recovered as required 

$ 

95,000 

Failed to timely pay contractor invoices 

$ 

52,067 

Audit 21 



Inappropriate transfer of assets to local authorities 

$ 

99,000,000 

Audit 2S 



Controller improperly established a “special account” 

i. 

390.000 


$106,408,605 

Subtotal 

$106.4 million 


Office of the Humanitarian Coordinator in Iraq 

Audit 1 

Voice and facsimile charges were not justified 

Communications line that was not needed 

Delayed hiring local staff 

Insured vehicles that were not operational 

Improperly wrote off and caimibalized vehicles 

Issued spare vehicular parts without adequate justification 

Failed to recover funds owed by staff who had departed 

Failed to properly maintain inventory records and account for inventory 

Audit 5 

Purchased “winter items” of inferior quality and excessively priced 
Assets could not be located 

Paid for services in Amman, Jordan that were not used 


$ 236,893 

$ 30,000 

$ 67,000 

$ 5,350 

$ 601,210 
$ 71,738 

$ 43,701 

$ 100,994 

$ 97,000 

$ 430,000 

$ 61,000 


Permanent Subcommittee on Investigations 


EXHIBIT #50 




424 


Audit 1 7 


Administrative offices in Amman constituted a duplication of tasks 

Audit 34 

$ 

270,000 

Paid vendor without having received required documentation 

$ 

3,335 

Failed to obtain reimbursement from a contractor who was overpaid 

$ 

19,475 

Paid for cleaning and maintenance services that were not performed 

$ 

11,356 

Failed to timely terminate lease agreements 

$ 

11,500 

Paid excessive prices for communications equipment 

$ 

5,000 

Failure to monitor vehicle storage and transportation costs 

Audit 36 

$ 

39,143 

Failed to recover overpayments and salary advances to staff 

i- 

27.146 


$ 

2,131,841 

Subtotal 

$ 

2.1 million 

Centre for Human Settlements (UN-Habitatl 

Audit 26 

Paid building inspectors who provided no service or support 

Audit 27 

$ 

500,000 

Failed to assess penalties against contractors 

$ 

49,806 

Overpaid and did not collect reimbursement for unauthorized hazard pay 
Audit 28 

$ 

45,000 

Fifty-one of sixty seven generators were stored and not used 

$ 

670,821 

Twelve generators were inappropriately converted 

$ 

155,138 

Failed to withhold contract retention fees 

Audit 29 

s 

10,128 

Currency fluctuation clauses in construction contracts 

$ 

1,700,000 

Paying individuals who were not employed by or providing services 

$ 

625,519 

Not justifying the need to hire 100 assistant field engineers 

$ 

470,000 

Failure to obtain approval to hire summer students for training 

Audit 30 

$ 

17,550 

Contract retention fees were not withheld from contractor payments 

Audit 35 

s 

6,438 

Only $1 .71 of $24 million were to be turned over to the CPA 

i. 

22.300.000 

26,509,400 

Subtotal 

$ 

26.5 million 

United Nations Comnensation Commission 

Audit 43 



Certain governments did not reimburse undistributed funds 

Audit 44 

s 

1,609,550 

Disqualified low bidders without an opportunity to revise their bids 

$ 

579,107 

Additional work not called for in the consultancy contracts was added 

Audit 46 

$ 

2,414,857 

Overpayment of 3 claims 

Audit 41 

$ 

489,108 

Improper valuation of camp preparation and health service costs 

Audit 49 

$ 

43,200,000 
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Governing Council decisions were circumvented 

$ 225,000 

Recommended claim amounts were exceeded 

$ 20,078 

Audit 51 

Overpaid claimant for losses that were not adequately justified 

$ 3,600,000 

Audit 52 

Compensation to Israel not justified 

$ 72,300,000 

Compensation to Egypt not justified (EGP 4,830,701) 

Not converted 

Compensation to Iran not justified 

$ 8,600,000 

Audit 53 

Improper claims valuation and verification 

$ 419,206,000 

Audit 54 

Inappropriate currency conversion practices 

$ 2,170,951 

Audit 55 

Failure to award the “lowest replacement value in 1990” 

S 860.000 

Subtotal 

$555,274,651 

$555.3 million 

Denartment of Economic and Social Affairs 

Audit 22 

Project funds were inappropriately used for administrative expenses 

$ 500.000 

Subtotal 

S 500,000 

TOTAL 

$690,824,497 

TOTAL (rounded) 

$690.8 million 
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BBC News ] Despatches | Iraq's illegal trade in oil 


Page 1 



Front Page 

Wednesday, March 25, 1998 Published at 15:13 GMT 

UK 


World 

Business 

Sci/Tech 

Spo rt 

Desp atch es 

World News 
in Audi o 

-to) 

On Air 

Ta!king_PQinl 


Despatches 



The UN is turning a blind eye to lorries smuggling oil out of Iraq 


In this section 

Historic day^for East 
Tirnor 


Despatch es Contents 


F eedba ck 

Low 

Gr aphics 

Help 


The BBC has found clear evidence that Iraq is 
breaking UN sanctions by exporting hundreds of 
millions of dollars worth of oil across its borders 
into the Gulf and Turkey. Huge convoys of trucks 
and many ships carry the fuel out of Iraq where it is 
sold on the black market. 


Site Map The only oil Iraq is allowed to sell Is through the 
oihfor-food programme, controlled by the UN. At 
the moment, this Is limited to $2bn every six 
months, to buy food and medicine. The UN is 
prepared to increase that limit, but no account is 
being taken of the illegal trade which could be 
worth as much as a $1bn. 


The UN's Stafford 
Clary tells Paul 
Adams tfie Kurd ish 
regio n could 
blossom (TQ5') 


Our correspondent Paul Adams 
has managed to get to the town of 
Dohuk, on Iraq's northern border, 
and reports on Saddam's huge 
trade in smuggled oil. 


The mountains that dwarf the Kurdish town of Dohuk 
separate two worlds. 

To the south, oil-rich Iraq, to the north, oil-thirsty 
Turkey- 


Hard against the border, a 
tiny oil-metering station 
links these two worlds. 
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BBC News | Despatches | Iraq's illegal trade in oil 


Page 2 


Iraqi cnide passes this way 
bound for Turkey and 
beyond. This Iraqi oil flow is 
carefully monitored by the 
UN. 

A short drive away, another 
kind of trade lumbers 
across the mountains. 

The road is black with oil. 
Close to the border, 
makeshift truck-stops sell 
Iraqi oil products. The entire 
valley seems dedicated to smuggling. This is Iraq's 
other pipeline. 


fx| I image: Rpeline oil is 
carefully monitored] 


Pipeline ofl is carefully monitored 


[xl I knage: The road is 
' blackwitholl] 


As many as 700 trucks 
come this way every day 
bound for Turkey, almost all 
of them are carrying fuel, 
most of It diesel. 

Under the terms of the UN's 
oil-for-ft)od programme, this 
is sanctions-busting. It's 
hardly a secret 

Some of the tankers carry 
Thero8di5l>ia<*«iithoii several thousand litres of 
cheap fuel into Turkey at a 
time. It is obvious to anyone standing at the side of the 
road what is going on. 


To get into Iraq, drivers hand over a tonne and a half of 
supplies to the Kurds who control the border. 


The rest travels south into 
Baghdad-controlled 
territory. It takes place 
under the noses of UN- 
hired inspectors who 
monitor the flow of 
humanitarian goods. 

Shipments must be 
checked-off against a list 
drawn up by the UN. These 
inspectors have neither the 
mandate nor the numbers 
to conduct rigorous 
searches. 

Contraband finds its way on to the streets of Dohuk. 
Smuggling between Iraq and Turkey is increasingly 
sophisticated. The Kurds act as the middlemen. No- 
one seems to mind. 

The Kurds of Iraq need all the assistance they can get. 

Smuggling probably helps to keep them alive. What the 
Iraqi government does with the profits of this operation 
can only be guessed at. 



Food for intended as a short 
term measure 
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REFr MHR2127867 

PRCMf ODIN MARINE, INC. - LARGE TANKER DSPARTMENT 
DATE: 2/28/2003 
TIME: 7:58:04 PM 

ATOW; David Milligan 
SUBJ: ARCADIAN 1 / MILLSNIUM 


ARCADIAN 1 / MILLENIUM 

FOLLOWING KAS BEEN RSCSIVED TSXS EVENING FROM T^B CHRTRS WKICH TKBF 
HAVE ASKED MUST Bg KEPT STRICTLY PRIVATE AND CONPIDEamAL AS PER THE 
CONPIDSHmALlTY ASREBMEST t - 


STRICTLY PRIVATE & CONFIDENTIAL 


Per your telephone convereation vltb Hr. Xhaled Shahees regarding the 
aieuation of the veaaele idiere be briefed you about the legal basia 
for ilordan 

a of Iraqi oil. The following, in no doubc, vlll 

ej^lain the platfozia oo which the Goveznnient of the SaBhemite Ki&gdon 
o£ Jordan provided I^lleimium with the Power of Xtbomey to act on Its 
behalf and enter into contractual relatloaahlpe with the owners and 
lift crude oil from Iraq. 

As stated on numaroue oeeaaioaa, neither the Government of Jordan nor 
MillBonlum engas^4 in any txaneaction that ie oharacterlaed as 
dlsreput^le or laohing a legitlnata cover. Although aome media 
reports raised sorae questions, ve reaffirm once again that those 
reports are beaelesa. lack legitimacy, and more inpertantly driven by 
Joumalistie aenaation, 

Our oontinuoua reluctance and hesitation to divulge mors details about 
the operation were due to reaeone that eoneetn the Jordanian 
Government and other international concerned parties. Although we 
have verbally asqslained to Odin Marine the details and proxies of this 
transaction, we cannot further coiig)rcimiBe the confidentiality of this 
operation. This has been the raison d'Stre for our insistence that 
the Owners and Biraker sign a oenfidentlality agreement in order to 
maintain the privacy of the crude oil lifting. RAVING SAID THAT, NS 
ARB COMPELI^ TO XEEHPKASXBE ONC3 AGAIN THAT THE SAMS REASONS STILL 
APPLY AND EVEN A HIGHER LEVEL OP COHPIDBNTIALITY WIST BE MAINTAINED 
CONSIDBRIMO THE INFORMATION WB ARS ABOUT TO STATE. 

Jordan 

B interest in and relation with Iraqi oil has been ongoing for 
the past 13 years ax^ after sanctions were imposed on Iraq and 
consequently the Oil for Pce»l Program was put in place. The facts are 
as followst 

1. Article 50 of the UN charter provides a provision fee any country 
that is adversely affected by the imposition of UN sanctionB 
against another country, to appeal for a waiver from those 
sanctions and maintain their dealings with the sanctioned country. 

2. The Government of Jordan has invoked Article SO and continues to 

Message Continuas... 
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import all of its aruda oil from Iraq without aay interruption Subcomitiittee on Inycsiigatioi^ 

since 1930 according to a apeciaX protocol taking place bilaterally L ■, » ^ 

between the Iraqi and Jordanian Govammenta rather than through the 
Metnorandum of Understanding Program with the knowledge and conaanc 
of Che UN. The fact that Jordan racsivae the oil at a diacountad 
pries and pays for it at itfl ovm discratlon either through 
providing Jordanian goods in return or fay writing off debts 
owod Co Jordan by Iraq only means Chat is solely left to the 
Jordanian Govenstient to agree on the commercial terms with the 
Iraqi Government and how to structure their protocols. 

3 . The above has been approved by the UN in general and by the UN 
Sanctions coctmileeas in particular,- i.e. approved in line with the 
Oil for Food Program though in practical carrea it is sot 
harmetically governed by this Program. 

Although this Is public infocmatlan, very few parties are aware of 
it end it is of great iit^rtanca to Jort^ and other eoncemed 
parties not to highlight these facts. 

4 . Deaplce the fact that Uhited States Laws prevent the US from 
providing foreign aid to any country that does not comply with 
sanctions against Iraq, the US Adtninietratlon routinely waives 
sanctions in order to provide aid to Jordan, the third largest 
recipient of us foreign aid, with the approval of the united states 
Congress. This undoidotedly demonstrates the full endorsement of 
bath Che Executive and Legislative branches of the Ihiited States 
Government of Jordan 

a exemption regarding the importation of Iraqi 

crude oil and Its approval of the special arrangemants between the 
Iraqi and Jordanian Govenments. 

All these facts are available for the eonoamad parties to retrieve in 
Washington pc and ore contained in a report issued by the Foreign 
Affairs, Defense, and Trade Division of the congressional Reaearch 
Service at the Library of Congress and can be obtained through them 
directly using the Order Cede IB92117. For your eaey reference, we 
will fax a copy of the page of the above mentioned report that 
concema Jordan and talks about the same subject. 

In conclusion, Jordan has a blanket cover from the tZN and standby 
approval for continuous importation of Iraqi crude oil dirsctly and 
according to >diatever commercial and other terms they may agree on 
with the Iraqi Govarament and in line with UN regulations and in 
particular aanctlcns Inpoaad on Iraq. Lifting places are amongst 
other things left to Jordan and Iraq to decide on. 

Based on all the above, the Jordanian Government through the Ministry 
of Energy and Mineral resources, which is responsible for all oil 
related issues, empowered Millennium to conduct this transaotion on 
their behalf as already provided to Brokers/Owners in February 3003. 

Finally, those are the merits of the special arrangements we have been 
referring to all along. Ml actions taken on the ground recently. 

Including but not limited to, the safe paesage of the vessels going in 
and out loaded with Iraqi crude oil ore a refleotion of the legitimacy 
of our transaction based on all the facts stated above. 

Ne hope we made all the facts clear end available to all parties 
eoncamed. Once again we reiterate the logjorcance of maintaining tfaa 
confidantlality of this natter for reasons already wqilained to Odin 
Marine, 

Best Regards 

Ahed M. su3chon 

Vice Fresident & Assistant to the Chairman 
Shaheen Business & Investment Group 

Fax: fflHHHHPBMHBMt 
Mobile; qBBHHHMBBniifr 


REGARDS 


Hessags Gontinuaa.., 
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_9y2ii^^ B 2 ig 8 sBig-cwiig^ & ego OFFICE 4 mmmmmm 

x%ie . 


NO. 271 001 




-frrnfYnhfrTnijni rnrii-n disinuMd Lloyd's Inieinulofifd IWn ^ tda ts mipaeior pf 
goods bound &r ud asTvtnc ia iordu at die pert of Aqaba, a nla eoslirined h as 
•greemeni bclweeaiofdiB) aod tbe Utdred Stxtas fat I Sisee S^tembar 2000, Jordan bss 

also bacome incRscbi^ la foidiBg lligbti te uvdpcuag dtofs during aliaf 
suppUaa, effiatls, and even paying pasia&s^ (Novambpr 30. 2000). Sasntsry ef State 
Pwll hu pnsaad lordaa act to proceed wldi a pLamed ‘'fras trade agmtnant" wHb Inq 
that, some Siar, eauld ineietae da flow oranar^tevad ofviUaa geo^ Co Iraq, alfbougli 
vfa1ustly«lltradawfthlTHKtopcae(Ue,dulyftce. (SeoCKSInuoBrieflBOdOSS./erf^aa; 
lt,S. fAittUMf tntd MUeiavl /ertfa^. 

turlray. Turkey atdmMes dxM U has lest $35 UUlop m F result of Ota saaepona. The 
Tudddi govemmest now rsgulatea end »ei fat Qlicjt faaparcad&R of about $200 minion per 
year in Iraqi energy ptedueci by TurUih truck driven (obentdSiJ tneks per day) raCanung 
fraralnq. U’.S.fanctiBnia^iniiTu^ySn'tlda trade have roqdaely been waived, In April 
1000, Iraq and Turkey neared igresnoDt to inecpaaebilaioral trade twelve fold, to ab«mt S2.5 
billion per year, reus^y prc<war leve)i. In May 2001, rao aendoe between Iraq andTsdesy 
resunred. 

Iran/Porafun Gulf Slites/Smt^gilrrE, enfoicbtg dw embargo, hyo U.S. ships 
lead ft Kfoltiflstional Istetdittitti Force (K^ that cooduca metUuue Mftiohp in fha Feraiaa 
Gdf to prevent the tsmeslrag of oil wd Othec high-ValMe sFRUTlft* The Unitftd SbUea has 
Mssted that Inn's JLevolstioBftry Ouonihai been he^g Iraq irmistf F oilc the oil e;cpori3 
fo ttdtBqge for ^protection fees," fttsheugK Trap did stop sotpa tlUdt ^pmeota in hunch, 
April, nd again in late June 20QO, earning semaU-S. pni|e* Dneite thefts axemrifina. Iran's 
eaeperadoB helped Iraq's Qlleit eftpoftatiop tea^ a high fat mid'SCQO of about $10 million per 
ironih, and Iraq nportedh'' ecmftd a net of about $600 ntiilien for all ef 2000, according to 
British militanr ejri«pls. It abeuld be noted d»t Ir^ loeeivef only half the nqtort value after 
payfaig oCrirasianlUvolgcdranry Guards and anrizgl^. Iraq aptoiy ataiDd in July 2000 that 
It wfllcontlmis to ei^ait ’'extra'’ (smuggled) oil ptedueb. TlraU-S. Ambassador la ihs UAS 


the raasopa for this reginralreiiistuee an discgsiad bef aw. See ato CRS Rapon RL30472. 

Iraq; Oif-far-ftiod i^figram. 

'*■ 

Jordan, Since 1992. arai despite Jordan's eeoBoaue depondance ft|t Iraq, tbs Uhfted 
Sracet haa concidered Jotriaa'i nraplUu« with ths pi(- aapeUotu ngkrte on Iraq 
atoifoetoryi even though Jwdan. under Kipe Husaeia tad h>* aqeeetser, Klifi Abdullftb, 
advocstes U.S. rntgogement with Baghdad aM haft becoma h^fteMfogiy vocal in advocaring 
easipgofsaRcritsii. )U»^zit>g lord's aaotwmlc need, t)ie SatwiieniCoinmltrae'Vluu 
note or Jor^s’i pt^aaos ofdiieomtted Inqi oQ opd o^pt4dfi«lt, which ii exchasgad for 
JoidaidatietKHls ^ipcovcd under Cra all<for*foed prograra) andwrita'downi tp Iraqi debt to 
Joidorw This relacicm^iip WBi renewed 1ft Kavaraber 2000 atalcvol ofabputSdSOntirion 
forthe yswtt udiich into about 1 05 ,900 berraU pet day ofimqioil expatti to Jardan. 

£veiyyearaiaceFY199a, fbreigDxidspprBpriBtiotnlswa(F,L-l{Q>g7,?li. l6340&,FX> 
I04.j(r?. Pi. iqq-20B,P,L. lOi-l la.Pi. lOS. 277 .Pi. lOd-lia.xnd Pi. IOS.429), have 
deniad U4. aid to any eouniry {hat goes net eoenply wifo dw saitctiOAt against trqq, ihough 
tbete lows do not tneotien Jordaa speciftrany. The Admiaiantloh hi« roudttely waived 
noedoBs Ift order ta provide aid to Jordan, a key U,3. aOy Ipfoe Middle fiist peaae proeese, 
and Ompsfts has Dot objected to that waiver, 


CRS-li 


£ad of Message 
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From ; "Mil Janaium“ < j sayeghsebigholdings . ccmi> 

To! <MHR®odingroup.coin> 

Subject: Conference call 

Daces Tue, 2S Feb 2003 20:3Q:1S -4-0200 

Message-Id: cFCX97SC£BD0e5a47B2l314aS8B7ED4BD33F9«hecmail.Bfaig<co!n> 


God day Micahel 


Reference is mads to the conference call that just took place between 
Mr. IChaled Shaheen. your good self, Mr. David Young, in the presence 
of 

Mr. Ahad Sukhon and myself. The following was agreed to in the 
conference sail i 

1. All chartered vessels coming into Khawr Aniaya to provide the Un 
Naval check point with the name of the vessel, name of Charterer, and 
name of loading port. This communication to tajce place between the 
Master of the concerned vessel and whichever UN Naval Ship on duty in 
the vicinity. 

2. Upon completion of loading and while approaching the UN Naval 
check point, the Master to contact the UN Naval ship cn duty at that 
time and give them all the details including quantity loaded, name of 
Charterer, the terminal of loading and than get the neceesary 
clearance 

accordingly. 

3. At anchorage, Master will contact Comtiander Barry French and gat 
the NO OBJECTIOT message from him. Mr. yo\ing of Odin Marine to 
contact 

Ceuunander French as wall in ordar to verify and confirm chs 
communication between the Master and Commander French. Mr. Yeung will 
soek the NO OBJECTION message in the text and format agread between 
us. 

4. It ie worthwhile noting the following: 

A. It had been, passed on to Charterers that Coiomandsr French has 
been showered by various faxes and e-'ttalls from Che Owners. U-ndly 
ask 

all Owners to refrain from doing so. 

B. Mr. Young and the ship Master are the only parties entitled to 
contact Commander French. 

c. T];^ message that should be sent by either the ship master or Mr. 
Young is the following: "We are loading crude oil from the tarmlnal at 
Khawr Amaya for Millenniwn,- do you have any objection?* It is very 
advantageous that Mr. Young served in the Coast Guard as he can relate 
to and uruierstand the situation and how officers feel uncomfortable 
about going through unnecessary extended aommunlcatlena 

I am very happy that we have reached a stage where ve can go back to 
concentrate on the business at hand and everyone obtains the comfort 
they seek. 

charterers kindly ask the prokara aa well as Owners to refrain from 
giving any statamants to the media as it only adds mors fuel to 
current 

situation. All parties concerned (Charterers, Owners, Brokers) should 
simply state that they have signed a confidentiality agreement and 
they 

are bound by it. 

Received: from MAIh.sbig.com ((194. 165. 1S3. 1151) 


Message Continues . . . 




433 


JPN-lE-19g9 


01:41P FROM: Howard Jaffe, ESQ 


P:m 
Page i of i 


Subj: Millenium Purchase for Governmentof Jordan. 

Date: 3/4/2003 3;55;1 3 PM Eastern Standard Hme 

From: HJaffeESQ 

^0- Mri^afds @Od{n.com 


~ Redacted by the Permanent 
Subcommittee on Investigations 


Dear Michael; I called the U.S.Commerce Department to ascertain their position on Millenium's 
charter activities and carriage of Iraqi oil to Jordan's port for the Jordanian government, I was 
referred to Share Lustenow at the Office of the Middle East at 202 482 4442. The number I 
had called at Commerce was for the promotion not restriction on trade. Ms. Lustenow referred 
me to The Office of Foragn Assets Control of the Treasury Department (website 
www.treas.gov/ofeic) and referred me to Ms, Amy Schedlebauer (pronounced Shuttlebauer) or 
Ms. Susan Sierra at 202 622 2480. 1 explained the situation to Ms Schedlebauer including the 
fact that the Charter Party required compliance with UN and International Law and that the 
Owners could be advised to call a default and cease performance. She responded that she 
would have to get back to me. She called back In about 2 hours and said that her office was 
"AWARE OF THE SHIPMENTS AND HAS DETERMINED NOT TO TAKE ACTION", She did 
not add "at this time''. I noted that a further shipment was sought by Millenenium and did she 
have any advice on that. She repeated the quoted response and vwiuld say no more, i asked 
her to contact me if there was any change in position as my client's wished to act in the best 
Interests of the U.S. It appears that they do not want to harm Jordan by interfering with Its 
quest for oil before the impending conflict by seizing if. Let us discuss this further with Even. 

Regards, Howard 
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1. Introduction: 

Mr. Chairman and Members of the Subcommittee: 

At your request, I appeared before the esteemed Subcommittee on Tuesday 15"’ 
February 2005 and gave testimony, under oath, as to my experiences as an 
Inspector w/ith Cotecna Inspections S.A., the independent inspection and 
authentication contractor for the United Nations “Oil For Food” Program. Also on 
that Panel was Mr. Robert Massey, Chief Executive of Cotecna Inspections S.A. 

At the conclusion of the Panel, Mr. Robert Massey made some derogatory 
comments in relation to my appearance and the fact that I was a “disgruntled 
former employee" who had been dismissed from the Mission. 

Mr. Chairman, I respect the right of Mr. Massey to make comments to the 
Subcommittee however, I would like to put before the Subcommittee the true 
facts in relation to my employment and resignation from Cotecna Inspections 
S,A. 

2. Response to Comments Made: 

I would like to start by saying that my intent for testifying before the 
Subcommittee was not motivated by ill-feelings towards Cotecna Inspections 
S.A. In fact, I began my testimony at the hearing by pointing out that “I am here at 
your request to testify about my experiences as an inspector." In addition, I 
emphasized that “my intent is not to denigrate my fellow inspectors employed at 
Cotecna Inspections but to provide insight into what occurred on the ground in 
Iraq." I want to make clear by emphasizing again that I came at the request of the 
Subcommittee with the intent and purpose of sharing my experiences and simply 
providing insight into what occurred on the ground in Iraq as an inspector. 

Since appearing before the Subcommittee I have read where Cotecna 
Inspections S.A. stated that: 

a. I was dismissed from the Mission because I was undisciplined, 
argumentative and not a team player; and my contract was not reviewed 
because of my inability to perform; 

b. I resigned from the Mission because I was refused a pay raise, demoted 
and transferred from Zakho Iraq to Aqaba Jordan; and finally 

c. My testimony at the hearing was absurd and unsubstantiated. 

None of the above are correct, in fact both the Team Leader and Deputy Team 
Leader have stated that: 

Romilo Obra - Team Leader- Iskenderun and Zakho: 

• Arthur is a very dedicated and hard working individual who gives of himself 
more than 1 00% effort at all times, regardless of the situation or amount of 
stress, anxiety or confusion that may arise. 

• He is a natural leader, who is able to implement the aims and objectives of 
the organisation with little or no recourse from his Managers or staff. 


His administrative and organisational skills are of a very high calibre as are 
his financial and auditing skills. 
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■ He is able to communicate effectively with people from a variety of cultures 
and backgrounds and is mindful of the various different ethnic cultures and 
nuances associated with different nationalities and is able to build rapport 
with international staff at all times. 

• Arthur is an honest and dedicated member of our team and is always 
prepared to go the extra mile when needed to ensure that timeframes and 
deadlines need to be met. 

Ron Neufeld- Deputy Team Leader- Iskenderun and Zakho: 

■ Arthur’s professionalism and wide variety of skills, combined with very 
positive “can do" attitude, were all welcomed assets to the team. A few 
months after our arrival, the Team Leader and I had occasion to decide 
which team member should be promoted to the vacant position of Assistant 
Deputy Team Leader. Without much discussion, we quickly discovered 
that we were both of the opinion that Arthur was the obvious choice. 
Needless to say, Arthur’s appointment to the position proceeded rapidly. 

• Shortly thereafter, I was the Acting Team Leader for a period of approx 2 
months, with Arthur as my Acting Deputy, During this period in particular, I 
needed to rely on Arthur assistance extensively, and did so without 
hesitation. He performed far above expectations, doing all that I required of 
him no matter what it was, plus took care of other matters on his own 
initiative while keeping me informed of his actions in a timely manner. 

• I consider myself extremely fortunate to have had a person of Arthur’s 
calibre as the sole other member of the management team during this 
period. I would not hesitate to work with him again, and also do not 
hesitate to recommend him to any possible employer on the highest 
possible terms. 

The above comments were provided in written references during my time with the 
Mission and as recently as one month ago and are indicative of the commitment 
and professionalism that I took to Cotecna Inspections S.A. during my time in 
Iraq. 

Whilst it is true that I was removed from Zakho to Aqaba it was not for any other 
reason than a personality conflict with the Human Resource Manager at that 
time, namely Mr. Joe Saliba, 

With regard to the comment made that I resigned because I was refused a pay 
raise is quite extraordinary as just prior to this event, in July or August 2003, I 
received a letter from Mr. Andre Pruniaux stating that: 

a. I was being given a $300,00 per month pay raise; 

b. That Cotecna were extremely pleased with my attitude and commitment to 
the Mission; and 

c. They were extremely happy with my performance as Site Leader at Zakho 
during “these difficult times”. 

My work ethic and commitment to the job at hand has always been a professional 
one where I have endeavoured to perform above expectations, as many of my 
previous employers will testify to. 
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During my time with the Mission I made many friends from various countries and 
those friendships were based on mutual respect for a job well done. The majority 
of Inspectors were dedicated and hard working individuals who took pride in their 
work and who gave 100% effort at all times. Unfortunately there were one or two 
that let the side down and these tended to be favoured by Cotecna for positions 
as Team Leader and Deputy Team Leader at one site in particular. 

I enjoyed my time with the Mission and worked diligently to ensure that the job 
was done as professionally as it could be by providing training to staff whenever 
appropriate and looking after the interests of staff during times of anxiety and 
stress. 

If the above is deemed to be “undisciplined”, “argumentative" and "not a team 
player” then I plead guilty. 

3. Reasons for Resignation: 

My reasons for resigning from the Mission were as follows: 

■ In June 2003 I was approached by an Australian political party and asked if 
I was interested in being their nomination for the Australian Senate at the 
next Federal Election, which was to be held in 2004. 

After discussing it with my family I accepted the nomination and was 
formally notified by the party in August 2003 that I was their Senate 
Candidate for the 2004 election. 

■ In July 2003 I conducted an investigation into a missing consignment of 
power house equipment valued at US$2.0 million (+) that was claimed to 
have been imported into Iraq during the hostilities when no Customs or 
Cotecna staff were present. 

After conducting my investigation I was unconvinced that the shipment had 
in fact been delivered and consequently refused to sign off the Comm: for 
authentication despite a request from the OIP to do so. I believe that my 
refusal to comply with this request upset Cotecna Management (not Team 
Leader) and was the beginning of the end. 

■ In September 2003 I was approached by staff at Zakho who were 
concerned about their security whilst working in Zakho, in particular the 
insurance coverage provided by Cotecna. 

After discussing this with Romilo Obra, and after he gave me permission, I 
wrote to Cotecna (copy to Romilo) asking for clarification of the insurance 
coverage as well as requesting an allowance for working in a dangerous 
area (as Iraq was quickly becoming). 

The outcome of this letter was that Inspectors were granted a $30.00 per 
day “Security Allowance” as well as a confirmation from Cotecna that the 
insurance coverage was valid whilst working in Iraq, even though there was 
civil unrest. 

■ Late in September 2003 Romilo Obra attended a Team Leaders meeting in 
Amman Jordan where he was told that I was to be removed from the site 
for the following reasons: 

It was felt that he was unable to control me as I was sending letters to 
Cotecna without his knowledge. When he told them that he saw 
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everything that I sent they stated that there was no record of me 
sending it to him. It did not show on the emails because 1 included 
him as a Bcc recipient. 

That I was “acting” more like a Team Leader than an Inspector or 
ADTL; and 

They were concerned that my Customs qualifications, experience and 
knowledge were far in excess of what they really required in an 
Inspector’s role. 

■ When I was moved from Zakho to Aqaba I spent the next three days either 
on the beach, shopping in town, in my room watching TV or on the 
computer. There was no work to be done even though I volunteered to do 
whatever there was to be done. 

As a result of all the above I spoke to my wife and decided that: 

1. I felt guilty receiving over US$4500.00 per month and not doing anything for 
it; and 

2. I could not continue in Mission if I was not doing something constructive. 

Consequently I resigned from the Mission and flew home in early October 2003. 
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I had the pleasure of living and working along side of Arthur while we were both under contract to Cotecna 
Inspections S.A. of Geneva which had been contracted by the United Nations as an independent Inspection 
Agency providing authentication and verification of arrival to Iraq of goods and services under the “Oil for 
Food Program”. 

I worked closely with Arthur while I was Deputy Team Leader of the Inspection Team deployed to Turkey 
after the war for a period of approximately 8 or 9 months. Due to the nattire of the deployment, the multi- 
national team members constantly lived, worked and socialized together as a unit. 

Working in a foreign seaport where the vast majority of the residents spoke only Turkish and not 
accustomed to seeing “outsiders” in their midst presented daily challenges to maintain a fully functional 
operational environment. Even more challenging was the need to ensure harmonious interpersonal 
relations among this highly diverse multi-cultural team living and working together full-time for months at 
a time under very challenging conditions. Team size varied from approx 16-20 professionals, many from 
Eastern Europe, South East Asia and Africa. Arthur functioned very well in this environment, and always 
acted in an appropriate manner when dealing with other team members and the local community. 

Arthur’s professionalism and wide variety of skills, combined with very positive “can do” attitude, were all 
welcomed assets to the team. A few months after our arrival, the Team Leader and I had occasion to 
decide which team member should be promoted to the vacant position of Assistant Deputy Team Leader. 
Without much discussion, we quickly discovered that we were both of the opinion that Arthur was the 
obvious choice. Needless to say, Arthur's appointment to the position proceeded rapidly. 

Shortly thereafter, I was the Acting Team Leader for a period of approx 2 months, with Arthur as my 
Acting Deputy. During this period in particular, I needed to rely on Arthur assistance extensively, and did 
so without hesitation. He performed far above expectations, doing all that I required of him no matter what 
it was, plus took care of other matters on his own initiative while keeping me informed of his actions in a 
timely manner, 

I consider myself extremely fortunate to have had a person of Arthur’s caliber as the sole other member of 
the management team during this period, I would not hesitate to work with him again, and also do not 
hesitate to recommend him to any possible employer on the highest possible terms. 

If there is any further information I can provide, please do not hesitate to contact me. 



Ron Neufeld 
Saskatoon Canada 
rlneufeld@yahoo.ca 
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Responses to Supplemental Questions for the Record 
of 

JOSEPH A. CHRISTOFF 
Director - International Affairs & Trade 
Governmental Accountability Office 

According to the State Department, Iraq's estimated annual military expenditures 
averaged more than $18.8 billion between 1980 and 1990 (in constant 2001 dollars) but 
dropped after sanctions were imposed in 1991.' Prom 1995 to 2002, military 
expenditures remained flat, averaging an estimated $1.4 billion annually. In September 
2004, the Centra] Intelligence Agency's Iraq Survey Group (ISG), headed by Charles 
Duelfer, estimated that the budget for the Military Industrialization Commission (MIC) 
had increased from $7.8 million in 1996 to $350 million in 2002.^ GAO was asked the 
following questions; 

(1) Are the two estimates consistent? Please explain how and the extent to which the 
two estimates can be reconciled. 

State's estimate is for Iraq's total military spending. The estimate includes salaries and 
pensions; unit maintenance and training; military equipment and repairs; weapons and 
equipment procurement; and construction. The estimate was developed armuaUy based 
on information obtained from sources, such as the International Monetary Fund and the 
Central Intelligence Agency. However, according to State, estimating Iraq's military 
expenditures based on these sources was difficult and subject to underestimation. 

The ISG estimate is for the MIC budget. According to the ISG report, the MIC was 
established in 1987 and was directly subordinate to the office of the presidency. It 
oversaw Iraq's military and industrial infrastructure, including chemical and biological 
agents and missile delivery systems. The MIC budget estimate included procurement of 
prohibited items for the military and other ministries, operations of front companies that 
procured illicit goods, salaries of MIC employees, and construction of training centers. 
The budget data in the ISG report are derived from an interview witli a high-level MIC 
official, limiting the ISG assessment to the perspective of this individual. Moreover, 
because the State and ISG estimates are not itemized it is unclear if the MIC budget or 

'GAO, Weapons of Mass Destruedon: U.N. Confronts Significant Challenges in ImpIemenUng Sanctions against Iraq, 
GAO-02-625 (Washington, D.C.: May 23, 2002). 

^Central Intelligence Agency, Comprehensive Report of the ^jecial Advisor to the DCI on Iraq’s WMD, (Washington. 
D.C.; Sept. 30, 2004). 
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parts of its budget could be components of the total military expenditures estimated by 
State. As a result, we cannot determine whether the two estimates are consistent or the 
extent to which they can be reconciled. 

(2) If possible, please identify the source of income for the increase in the MIC budget 
as identified in the Duelfer Report, 

According to the ISG report, the primary sources for the increase in the MIC budget 
between 1996 and 2002 were the revenue generated by oil smuggling, including trade 
with Jordan and Turkey outside the Oil for Food program, and illicit surcharges on oil 
sales. In addition, the ISG reported that MIC covered its operating costs with revenues 
from front companies that were formed to bypass UN sanctions and supply the Iraqi 
government with prohibited conventional weapons and dual-use materials. 
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